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SECURITIES  EXCHANGE  ACT  OF  1934 

AS  AMENDED  TO  JANUARY  16,  1961 

[Public — No.  291 — 73d  Congress] 

[H.  R.  9323] 

AN  ACT 

To  provide  for  the  regulation  of  securities  exchanges  and  of  over-the-counter  markets  operating  in  interstate  and 
foreign  commerce  and  through  the  mails,  to  prevent  inequitable  and  unfair  practices  on  such  exchanges  and  markets, 
and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  America  in 
Congress  assembled , 


TITLE  I— REGULATION  OF  SECURITIES  EXCHANGES 


Short  Title 

Section  1.  This  act  may  be  cited  as  the  “Secu¬ 
rities  Exchange  Act  of  1934.” 

Necessity  for  Regulation  as  Provided  in  This 

Title 

Section  2.  For  the  reasons  hereinafter  enu¬ 
merated,  transactions  in  securities  as  commonly 
conducted  upon  securities  exchanges  and  over- 
the-counter  markets  are  affected  with  a  national 
public  interest  which  makes  it  necessary  to  pro¬ 
vide  for  regulation  and  control  of  such  transac¬ 
tions  and  of  practices  and  matters  related  thereto, 
including  transactions  by  officers,  directors,  and 
principal  security  holders,  to  require  appropriate 
reports,  and  to  impose  requirements  necessary  to 
make  such  regulation  and  control  reasonably  com¬ 
plete  and  effective,  in  order  to  protect  interstate 
commerce,  the  national  credit,  the  Federal  taxing 
power,  to  protect  and  make  more  effective  the  na¬ 
tional  banking  system  and  Federal  Reserve  Sys¬ 
tem,  and  to  insure  the  maintenance  of  fair  and 
honest  markets  in  such  transactions: 

(1)  Such  transactions  (a)  are  carried  on  in 
large  volume  by  the  public  generally  and  in  large 
part  originate  outside  the  States  in  which  the  ex¬ 
changes  and  over-the-counter  markets  are  located 
and/or  are  effected  by  means  of  the  mails  and  in¬ 
strumentalities  of  interstate  commerce;  (b)  con¬ 
stitute  an  important  part  of  the  current  of  inter¬ 


state  commerce;  (c)  involve  in  large  part  the  se¬ 
curities  of  issuers  engaged  in  interstate  commerce; 
(d)  involve  the  use  of  credit,  directly  affect  the 
financing  of  trade,  industry,  and  transportation 
in  interstate  commerce,  and  directly  affect  and 
influence  the  volume  of  interstate  commerce ;  and 
affect  the  national  credit. 

(2)  The  prices  established  and  offered  in  such 
transactions  are  generally  disseminated  and 
quoted  throughout  the  United  States  and  foreign 
countries  and  constitute  a  basis  for  determining 
and  establishing  the  prices  at  which  securities  are 
bought  and  sold,  the  amount  of  certain  taxes  ow¬ 
ing  to  the  United  States  and  to  the  several  States 
by  owners,  buyers,  and  sellers  of  securities,  and 
the  value  of  collateral  for  bank  loans. 

(3)  Frequently  the  prices  of  securities  on  such 
exchanges  and  markets  are  susceptible  to  manipu¬ 
lation  and  control,  and  the  dissemination  of  such 
prices  gives  rise  to  excessive  speculation,  result¬ 
ing  in  sudden  and  unreasonable  fluctuations  in  the 
prices  of  securities  which  (a)  cause  alternately 
unreasonable  expansion  and  unreasonable  con¬ 
traction  of  the  volume  of  credit  available  for  trade, 
transportation,  and  industry  in  interstate  com¬ 
merce,  (b)  hinder  the  proper  appraisal  of  the 
value  of  securities  and  thus  prevent  a  fair  calcu¬ 
lation  of  taxes  owing  to  the  United  States  and  to 
the  several  States  by  owners,  buyers,  and  sellers 
of  securities,  and  (c)  prevent  the  fair  valuation 
of  collateral  for  bank  loans  and/or  obstruct  the 
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effective  operation  of  the  national  banking  system 
and  Federal  Reserve  System. 

(4)  National  emergencies,  which  produce  wide¬ 
spread  unemployment  and  the  dislocation  of  trade, 
transportation,  and  industry,  and  which  burden 
interstate  commerce  and  adversely  affect  the  gen¬ 
eral  welfare,  are  precipitated,  intensified,  and  pro¬ 
longed  by  manipulation  and  sudden  and  unrea¬ 
sonable  fluctuations  of  security  prices  and  by  ex¬ 
cessive  speculation  on  such  exchanges  and  markets, 
and  to  meet  such  emergencies  the  F ederal  Govern¬ 
ment  is  put  to  such  great  expense  as  to  burden  the 
national  credit. 

Definitions  and  Application  of  Title 

Section  3.  (a)  When  used  in  this  title,  unless 
the  context  otherwise  requires — 

(1)  The  term  “exchange”  means  any  organiza¬ 
tion,  association,  or  group  of  persons,  whether  in¬ 
corporated  or  unincorporated,  which  constitutes, 
maintains,  or  provides  a  market  place  or  facilities 
for  bringing  together  purchasers  and  sellers  of 
securities  or  for  otherwise  performing  with  re¬ 
spect  to  securities  the  functions  commonly  per¬ 
formed  by  a  stock  exchange  as  that  term  is  gen¬ 
erally  understood,  and  includes  the  market  place 
and  the  market  facilities  maintained  by  such 
exchange. 

(2)  The  term  “facility”  when  used  with  respect 
to  an  exchange  includes  its  premises,  tangible  or 
intangible  property  whether  on  the  premises  or 
not,  any  right  to  the  use  of  such  premises  or  prop¬ 
erty  or  any  service  thereof  for  the  purpose  of 
effecting  or  reporting  a  transaction  on  an  exchange 
(including,  among  other  things,  any  system  of 
communication  to  or  from  the  exchange,  by  ticker 
or  otherwise,  maintained  by  or  with  the  consent 
of  the  exchange),  and  any  right  of  the  exchange 
to  the  use  of  any  property  or  service. 

(3)  The  term  “member”  when  used  with  respect 
to  an  exchange  means  any  person  who  is  permitted 
either  to  effect  transactions  on  the  exchange  with¬ 
out  the  services  of  another  person  acting  as  broker, 
or  to  make  use  of  the  facilities  of  an  exchange  for 
transactions  thereon  without  payment  of  a  com¬ 
mission  or  fee  or  with  the  payment  of  a  commis¬ 
sion  or  fee  which  is  less  than  that  charged  the 
general  public,  and  includes  any  firm  transacting 
a  business  as  broker  or  dealer  of  which  a  member 
is  a  partner,  and  any  partner  of  any  such  firm. 


(4)  The  term  “broker”  means  any  person  en¬ 
gaged  in  the  business  of  effecting  transactions  in 
securities  for  the  account  of  others,  but  does  not 
include  a  bank. 

(5)  The  term  “dealer”  means  any  person  en¬ 
gaged  in  the  business  of  buying  and  selling  securi¬ 
ties  for  his  own  account,  through  a  broker  or 
otherwise,  but  does  not  include  a  bank,  or  any 
person  insofar  as  he  buys  or  sells  securities  for  his 
own  account,  either  individually  or  in  some  fiduci¬ 
ary  capacity,  but  not  as  a  part  of  a  regular  busi¬ 
ness. 

(6)  The  term  “bank”  means  (A)  a  banking  in¬ 
stitution  organized  under  the  laws  of  the  United 
States,  (B)  a  member  bank  of  the  Federal  Reserve 
System,  (C)  any  other  banking  institution, 
whether  incorporated  or  not,  doing  business  under 
the  laws  of  any  State  or  of  the  United  States, 
a  substantial  portion  of  the  business  of  which 
consists  of  receiving  deposits  or  exercising  fiduci¬ 
ary  powers  similar  to  those  permitted  to  national 
banks  under  section  11  (k)  of  the  Federal  Reserve 
Act,  as  amended,  and  which  is  supervised  and 
examined  by  State  or  Federal  authority  having 
supervision  over  banks,  and  which  is  not  operated 
for  the  purpose  of  evading  the  provisions  of  this 
title,  and  (D)  a  receiver,  conservator,  or  other 
liquidating  agent  of  any  institution  or  firm  in¬ 
cluded  in  clauses  (A),  (B),  or  (C)  of  this  para¬ 
graph. 

(7)  The  term  “director”  means  any  director  of 
a  corporation  or  any  person  performing  similar 
functions  with  respect  to  any  organization,  wheth¬ 
er  incorporated  or  unincorporated. 

(8)  The  term  “issuer”  means  any  person  who 
issues  or  proposes  to  issue  any  security;  except 
that  with  respect  to  certificates  of  deposit  for 
securities,  voting-trust  certificates,  or  collateral- 
trust  certificates,  or  with  respect  to  certificates  of 
interest  or  shares  in  an  unincorporated  investment 
trust  not  having  a  board  of  directors  or  of  the 
fixed,  restricted  management,  or  unit  type,  the 
term  “issuer”  means  the  person  or  persons  per¬ 
forming  the  acts  and  assuming  the  duties  of  de¬ 
positor  or  manager  pursuant  to  the  provisions 
of  the  trust  or  other  agreement  or  instrument  un¬ 
der  which  such  securities  are  issued;  and  except 
that  with  respect  to  equipment-trust  certificates 
or  like  securities,  the  term  “issuer”  means  the  per¬ 
son  by  whom  the  equipment  or  property  is,  or  is  to 
be,  used. 
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(9)  The  term  “person”  means  an  individual,  a 
corporation,  a  partnership,  an  association,  a  joint- 
stock  company,  a  business  trust,  -or  an  unincorpo¬ 
rated  organization. 

(10)  The  term  “security”  means  any  note,  stock, 
treasury  stock,  bond,  debenture,  certificate  of  in¬ 
terest  or  participation  in  any  profit-sharing  agree¬ 
ment  or  in  any  oil,  gas,  or  other  mineral  royalty 
or  lease,  any  collateral-trust  certificate,  preorgani¬ 
zation  certificate  or  subscription,  transferable 
share,  investment  contract,  voting-trust  certificate, 
certificate  of  deposit,  for  a  security,  or  in  general, 
any  instrument  commonly  known  as  a  “security” ; 
or  any  certificate  of  interest  or  participation  in, 
temporary  or  interim  certificate  for,  receipt  for, 
or  warrant  or  right  to  subscribe  to  or  purchase,  any 
of  the  foregoing;  but  shall  not  include  currency 
or  any  note,  draft,  bill  of  exchange,  or  banker's 
acceptance  which  has  a  maturity  at  the  time  of 
issuance  of  not  exceeding  nine  months,  exclusive 
of  da}^s  of  grace,  or  any  renewal  thereof  the  ma¬ 
turity  of  which  is  likewise  limited. 

(11)  The  term  “equity  security”  means  any 
stock  or  similar  security;  or  any  security  con¬ 
vertible,  with  or  without  consideration,  into  such 
a  security;  or  carrying  any  warrant  or  right  to 
subscribe  to  or  purchase  such  a  security;  or  any 
such  warrant  or  right;  or  any  other  security  which 
the  Commission  shall  deem  to  be  of  similar  nature 
and  consider  necessary  or  appropriate,  by  such 
rules  and  regulations  as  it  may  prescribe  in  the 
public  interest  or  for  the  protection  of  investors, 
to  treat  as  an  equity  security. 

(12)  The  term  “exempted  security”  or  “ex¬ 
empted  securities”  shall  include  securities  which 
are  direct  obligations  of  or  obligations  guaran¬ 
teed  as  to  principal  or  interest  by  the  United 
States;  such  securities  issued  or  guaranteed  by 
corporations  in  which  the  United  States  1  has  a  di¬ 
rect  or  indirect  interest  as  shall  be  designated  for 
exemption  by  the  Secretary  of  the  Treasury  as 
necessary  or  appropriate  in  the  public  interest  or 
for  the  protection  of  investors;  securities  which 
are  direct  obligations  of  or  obligations  guaranteed 
as  to  principal  or  interest  by  a  State  or  any  politi¬ 
cal  subdivision  thereof  or  any  agency  or  instru¬ 
mentality  of  a  State  or  any  political  subdivision 


1  For  securities  of  the  International  Bank,  see  Public  No.  142, 
81st  Cong.,  (63  Stat.  298).  For  securities  of  the  Inter-American 
Bank,  see  Public  No.  86-147,  (73  Stat.  301). 


thereof  or  any  municipal  corporate  instrumen¬ 
tality  of  one  or  more  States;  and  such  other  se¬ 
curities  (which  may  include,  among  others, 
unregistered  securities,  the  market  in  which  is 
predominantly  intrastate)  as  the  Commission  may, 
by  such  rules  and  regulations  as  it  deems  neces¬ 
sary  or  appropriate  in  the  public  interest  or  for 
the  protection  of  investors,  either  unconditionally 
or  upon  specified  terms  and  conditions  or  for 
stated  periods,  exempt  from  the  operation  of  any 
one  or  more  provisions  of  this  title  which  by  their 
terms  do  not  apply  to  an  “exempted  security”  or 
to  “exempted  securities.” 

(13)  The  terms  “buy”  and  “purchase”  each  in¬ 
clude  any  contract  to  buy,  purchase,  or  otherwise 
acquire. 

(14)  The  terms  “sale”  and  “sell”  each  include 
any  contract  to  sell  or  otherwise  dispose  of. 

(15)  The  term  “Commission”  means  the  Se¬ 
curities  and  Exchange  Commission  established  by 
section  4  of  this  title. 

(16)  The  term  “State”  means  any  State  of  the 
United  States,  the  District  of  Columbia,  Puerto 
Rico,  the  Philippine  Islands,  the  Canal  Zone,  the 
Virgin  Islands,  or  any  other  possession  of  the 
United  States.2 

(17)  The  term  “interstate  commerce”  means 
trade,  commerce,  transportation,  or  communica¬ 
tion  among  the  several  States,  or  between  any 
foreign  country  and  any  State,  or  between  any 
State  and  any  place  or  ship  outside  thereof. 

(b)  The  Commission  and  the  Board  of  Gover¬ 
nors  of  the  Federal  Reserve  System,3  as  to  matters 
within  their  respective  jurisdictions,  shall  have 
power  by  rules  and  regulations  to  define  technical, 
trade,  and  accounting  terms  used  in  this  title  inso¬ 
far  as  such  definitions  are  not  inconsistent  with 
the  provisions  of  this  title. 

(c)  No  provision  of  this  title  shall  apply  to,  or 
be  deemed  to  include,  any  executive  department  or 
independent  establishment  of  the  United  States, 
or  any  lending  agency  which  is  wholly  owned,  di¬ 
rectly  or  indirectly,  by  the  United  States,  or  any 
officer,  agent,  or  employee  of  any  such  department, 

2  Public  No.  86—70,  approved  June  25,  1959,  (73  Stat.  143), 
deleted  “Alaska’' ;  Public  No.  86—624,  approved  July  12,  1960, 
(74  Stat.  412),  deleted  “Hawaii.”  Presidential  Proclamation 
No.  2695,  effective  July  4,  1946,  (60  Stat.  1352),  granted  in¬ 
dependence  to  the  Philippine  Islands. 

3  Public  No.  305,  74th  Cong.,  approved  Aug.  23,  1935,  (49  Stat. 
704),  changed  the  name  of  the  “Federal  Reserve  Board”  to  the 
“Board  of  Governors  of  the  Federal  Reserve  System.” 
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establishment,  or  agency,  acting  in  the  course  of 
his  official  duty  as  such,  unless  such  provision 
makes  specific  reference  to  such  department,  estab¬ 
lishment,  or  agency. 

Securities  and  Exchange  Commission 

Section  4.  (a)  There  is  hereby  established  a  Se¬ 
curities  and  Exchange  Commission  (hereinafter 
referred  to  as  the  “Commission”)  to  be  composed 
of  five  commissioners  to  be  appointed  by  the  Presi¬ 
dent  by  and  with  the  advice  and  consent  of  the 
Senate.  Not  more  than  three  of  such  commis¬ 
sioners  shall  be  members  of  the  same  political 
party,  and  in  making  appointments  members  of 
different  political  parties  shall  be  appointed  alter¬ 
nately  as  nearly  as  may  be  practicable.  No  com¬ 
missioner  shall  engage  in  any  other  business, 
vocation,  or  employment  than  that  of  serving  as 
commissioner,  nor  shall  any  commissioner  par¬ 
ticipate,  directly  or  indirectly,  in  any  stock-market 
operations  or  transactions  of  a  character  subject  to 
regulation  by  the  Commission  pursuant  to  this 
title.  Each  Commissioner  shall  receive  a  salary 
at  the  rate  of  $20,000  a  year,1  except  that  the 
chairman  shall  receive  additional  salary  at  the 
rate  of  $500  a  year  and  shall  hold  office  for  a  term 
of  five  years  and  until  his  successor  is  appointed 
and  has  qualified,  except  that  he  shall  not  so  con¬ 
tinue  to  serve  beyond  the  expiration  of  the  next 
session  of  Congress  subsequent  to  the  expiration 
of  said  fixed  term  of  office,  and  except  (1)  any 
Commissioner  appointed  to  fill  a  vacancy  occur¬ 
ring  prior  to  the  expiration  of  the  term  for  which 
his  predecessor  was  appointed  shall  be  appointed 
for  the  remainder  of  such  term,  and  (2)  the  terms 
of  office  of  the  Commissioners  first  taking  office 
after  the  enactment  of  this  title  shall  expire  as 
designated  by  the  President  at  the  time  of  nomi¬ 
nation,  one  at  the  end  of  one  year,  one  at  the  end 
of  two  years,  one  at  the  end  of  three  years,  one  at 
the  end  of  four  years,  and  one  at  the  end  of  five 
years,  after  the  date  of  the  enactment  of  this  title. 

(b)  The  Commission  is  authorized  to  appoint 
and  fix  the  compensation  of  such  officers,  attorneys, 
examiners,  and  other  experts  as  may  be  necessary 

1  Public  No.  86-619,  approved  July  12,  1960,  (74  Stat.  408), 
and  Public  No.  86-771,  approved  Sept.  13,  1960,  (74  Stat.  913), 
amended  the  fourth  sentence  of  Section  4(a).  This  section  was 
previously  amended  by:  Public  No.  359,  81st  Cong.,  (63  Stat. 
880)  ;  Public  No.  429,  81st  Cong.,  (63  Stat.  972)  ;  and,  Public 
No.  854,  84th  Cong.,  (70  Stat.  736). 


for  carrying  out  its  functions  under  this  Act,  with¬ 
out  regard  to  the  provisions  of  other  laws  ap¬ 
plicable  to  the  employment  and  compensation  of 
officers  and  employees  of  the  United  States,  and 
the  Commission  may,  subject  to  the  civil-service 
laws,  appoint  such  other  officers  and  employees  as 
are  necessary  in  the  execution  of  its  functions  and 
fix  their  salaries  in  accordance  with  the  Classifica¬ 
tion  Act  of  1923,  as  amended.2 

Transactions  on  Unregistered  Exchanges 

Section  5.  It  shall  be  unlawful  for  any  broker, 
dealer,  or  exchange,  directly  or  indirectly,  to  make 
use  of  the  mails  or  any  means  or  instrumentality 
of  interstate  commerce  for  the  purpose  of  using 
any  facility  of  an  exchange  within  or  subject  to 
the  jurisdiction  of  the  United  States  to  effect  any 
transaction  in  a  security,  or  to  report  any  such 
transaction,  unless  such  exchange  (1)  is  registered 
as  a  national  securities  exchange  under  section  6 
of  this  title,  or  (2)  is  exempted  from  such  registra¬ 
tion  upon  application  by  the  exchange  because,  in 
the  opinion  of  the  Commission,  by  reason  of  the 
limited  volume  of  transactions  effected  on  such  ex¬ 
change,  it  is  not  practicable  and  not  necessary  or 
appropriate  in  the  public  interest  or  for  the  pro¬ 
tection  of  investors  to  require  such  registration. 

Registration  of  National  Securities  Exchanges 

Section  6.  (a)  Any  exchange  may  be  registered 
with  the  Commission  as  a  national  securities  ex¬ 
change  under  the  terms  and  conditions  herein¬ 
after  provided  in  this  section,  by  filing  a  registra¬ 
tion  statement  in  such  form  as  tlie  Commission 
may  prescribe,  containing  the  agreements,  setting 
forth  the  information,  and  accompanied  by  the 
documents,  below  specified: 

(1)  An  agreement  (which  shall  not  be  con¬ 
strued  as  a  waiver  of  any  constitutional  right  or 
any  right  to  contest  the  validity  of  any  rule  or 
regulation)  to  comply,  and  to  enforce  so  far  as  is 
within  its  powers  compliance  by  its  members,  with 
the  provisions  of  this  title,  and  any  amendment 
thereto  and  any  rule  or  regulation  made  or  to  be 
made  thereunder; 

(2)  Such  data  as  to  its  organization,  rules  of 
procedure,  and  membership,  and  such  other  in¬ 
formation  as  the  Commission  may  by  rules  and 
regulations  require  as  being  necessary  or  appro- 

2  See  Section  210,  Title  II,  of  this  Act  and  Reorganization 
Plan  No.  10  of  1950,  (64  Stat.  1265). 
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priate  in  the  public  interest  or  for  the  protection 
of  investors ; 

(3)  Copies  of  its  constitution,  articles  of  incor¬ 
poration  with  all  amendments  thereto,  and  of  its 
existing  bylaws  or  rules  or  instruments  cor¬ 
responding  thereto,  whatever  the  name,  which 
are  hereinafter  collectively  referred  to  as  the 
“rules  of  the  exchange” ;  and 

(4)  An  agreement  to  furnish  to  the  Commis¬ 
sion  copies  of  any  amendments  to  the  rules  of  the 
exchange  forthwith  upon  their  adoption. 

(b)  No  registration  shall  be  granted  or  remain 
in  force  unless  the  rules  of  the  exchange  include 
provision  for  the  expulsion,  suspension,  or  dis¬ 
ciplining  of  a  member  for  conduct  or  proceeding 
inconsistent  with  just  and  equitable  principles  of 
trade,  and  declare  that  the  willful  violation  of  any 
provisions  of  this  title  or  any  rule  or  regulation 
thereunder  shall  be  considered  conduct  or  pro¬ 
ceeding  inconsistent  with  just  and  equitable  prin¬ 
ciples  of  trade. 

(c)  Nothing  in  this  title  shall  be  construed  to 
prevent  any  exchange  from  adopting  and  enforc¬ 
ing  any  rule  not  inconsistent  with  this  title  and 
the  rules  and  regulations  thereunder  and  the  ap¬ 
plicable  laws  of  the  State  in  which  it  is  located. 

(d)  If  it  appears  to  the  Commission  that  the 
exchange  applying  for  registration  is  so  organ¬ 
ized  as  to  be  able  to  comply  with  the  provisions 
of  this  title  and  the  rules  and  regulations  there¬ 
under  and  that  the  rules  of  the  exchange  are  just 
and  adequate  to  insure  fair  dealing  and  to  pro¬ 
tect  investors,  the  Commission  shall  cause  such 
exchange  to  be  registered  as  a  national  securities 
exchange. 

(e)  Within  thirty  days  after  the  filing  of  the 
application,  the  Commission  shall  enter  an  order 
either  granting  or,  after  appropriate  notice  and 
opportunity  for  hearing,  denying  registration  as 
a  national  securities  exchange,  unless  the  exchange 
applying  for  registration  shall  withdraw  its  ap¬ 
plication  or  consent  to  the  Commission’s  de¬ 
ferring  action  on  its  application  for  a  stated 
longer  period  after  the  date  of  filing.  The  filing 
with  the  Commission  of  an  application  for  regis¬ 
tration  by  an  exchange  shall  be  deemed  to  have 
taken  place  upon  the  receipt  thereof.  Amend¬ 
ments  to  an  application  may  be  made  upon  such 
terms  as  the  Commission  may  prescribe. 

(f)  An  exchange  may,  upon  appropriate  ap¬ 
plication  in  accordance  with  the  rules  and  regu¬ 
lations  of  the  Commission,  and  upon  such  terms 


as  the  Commission  may  deem  necessary  for  the 
protection  of  investors,  withdraw  its  registration. 

Margin  Requirements 

Section  7.  (a)  For  the  purpose  of  preventing 
the  excessive  use  of  credit  for  the  purchase  or 
carrying  of  securities,  the  Board  of  Governors  of 
the  Federal  Reserve  System  shall,  prior  to  the 
effective  date  of  this  section  and  from  time  to  time 
thereafter,  prescribe  rules  and  regulations  with 
respect  to  the  amount  of  credit  that  may  be  ini¬ 
tially  extended  and  subsequently  maintained  on 
any  security  (other  than  an  exempted  security) 
registered  on  a  national  securities  exchange.  For 
the  initial  extension  of  credit,  such  rules  and  regu¬ 
lations  shall  be  based  upon  the  following  stand¬ 
ard  :  An  amount  not  greater  than  whichev er  is  the 
higher  of — 

(1)  55  per  centum  of  the  current  market 
price  of  the  security,  or 

(2)  100  per  centum  of  the  lowest  market 
price  of  the  security  during  the  preceding 
thirty-six  calendar  months,  but  not  more 
than  75  per  centum  of  the  current  market 
price. 

Such  rules  and  regulations  may  make  appropriate 
provision  with  respect  to  the  carrying  of  under- 
margined  accounts  for  limited  periods  and  under 
specified  conditions;  the  withdrawal  of  funds  or 
securities ;  the  substitution  or  additional  pur¬ 
chases  of  securities ;  the  transfer  of  accounts  from 
one  lender  to  another;  special  or  different  margin 
requirements  for  delayed  deliveries,  short  sales, 
arbitrage  transactions,  and  securities  to  which 
paragraph  (2)  of  this  subsection  does  not  apply; 
the  bases  and  the  methods  to  be  used  in  calculating 
loans,  and  margins  and  market  pjjjces;  and  sim¬ 
ilar  administrative  adjustments  and  details.  For 
the  purposes  of  paragraph  (2)  of  this  subsection, 
until  July  1,  1936,  the  lowest  price  at  which  a 
security  has  sold  on  or  after  July  1,  1933,  shall 
be  considered  as  the  lowest  price  at  which  such 
security  has  sold  during  the  preceding  thirty-six 
calendar  months. 

(b)  Notwithstanding  the  provisions  of  subsec 
tion  (a)  of  this  section,  the  Board  of  Goirernors 
of  the  Federal  Reserve  System  may,  from  time  to 
time,  with  respect  to  all  or  specified  securities  or 
transactions,  or  classes  of  securities,  or  classes  of 
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transactions,  by  such  rules  and  regulations  (*1) 
prescribe  such  lower  margin  requirements  for  the 
initial  extension  or  maintenance  of  credit  as  it 
deems  necessary  or  appropriate  for  the  accommo¬ 
dation  of  commerce  and  industry,  having  due  re¬ 
gard  to  the  general  credit  situation  of  the  country, 
and  (2)  prescribe  such  higher  margin  require¬ 
ments  for  the  initial  extension  or  maintenance  of 
credit  as  it  may  deem  necessary  or  appropriate  to 
prevent  the  excessive  use  of  credit  to  finance  trans¬ 
actions  in  securities. 

(c)  It  shall  be  unlawful  for  any  member  of  a 
national  securities  exchange  or  any  broker  or 
dealer  who  transacts  a  business  in  securities 
through  the  medium  of  any  such  member,  di¬ 
rectly  or  indirectly  to  extend  or  maintain  credit 
or  arrange  for  the  extension  or  maintenance  of 
credit  to  or  for  any  customer — 

(1)  On  any  security  (other  than  an  exempted 
security)  registered  on  a  national  securities  ex¬ 
change,  in  contravention  of  the  rules  and  regula¬ 
tions  which  the  Board  of  Governors  of  the 
Federal  Reserve  System  shall  prescribe  under 
subsections  (a)  and  (b)  of  this  section. 

(2)  Without  collateral  or  on  any  collateral 
other  than  exempted  securities  and/or  securities 
registered  upon  a  national  securities  exchange, 
except  in  accordance  with  such  rules  and  regula¬ 
tions  as  the  Board  of  Governors  of  the  Federal 
Reserve  System  may  prescribe  (A)  to  permit 
under  specified  conditions  and  for  a  limited  period 
any  such  member,  broker,  or  dealer  to  maintain 
a  credit  initially  extended  in  conformity  with  the 
rules  and  regulations  of  the  Board  of  Governors 
of  the  Federal  Reserve  System,  and  (B)  to  permit 
the  extension  or  maintenance  of  credit  in  cases 
where  the  extension  or  maintenance  of  credit  is  not 
for  the  purpose  of  purchasing  or  carrying  securi¬ 
ties  or  of  evading  or  circumventing  the  provisions 
of  paragraph  (1)  of  this  subsection. 

(d)  It  shall  be  unlawful  for  any  person  not 
subject  to  subsection  (c)  to  extend  or  maintain 
credit  or  to  arrange  for  the  extension  or  mainten¬ 
ance  of  credit  for  the  purpose  of  purchasing  or 
carrying  any  security  registered  on  a  national 
securities  exchange,  in  contravention  of  such  rules 
and  regulations  as  the  Federal  Reserve  Board 
shall  prescribe  to  prevent  the  excessive  use  of 
credit  for  the  purchasing  or  carrying  of  or  trading 
in  securities  in  circumvention  of  the  other  pro¬ 
visions  of  this  section.  Such  rules  and  regulations 


may  impose  upon  all  loans  made  for  the  purpose 
of  purchasing  or  carrying  securities  registered  on 
national  securities  exchanges  limitations  similar 
to  those  imposed  upon  members,  brokers,  or  deal¬ 
ers  by  subsection  (c)  of  this  section  and  the  rules 
and  regulations  thereunder.  This  subsection  and 
the  rules  and  regulations  thereunder  shall  not 
apply  (A)  to  a  loan  made  by  a  person  not  in  the 
ordinary  course  of  his  business,  (B)  to  a  loan  on 
an  exempted  security,  (C)  to  a  loan  to  a  dealer  to 
aid  in  the  financing  of  the  distribution  of  securi¬ 
ties  to  customers  not  through  the  medium  of  a 
national  securities  exchange,  (D)  to  a  loan  by  a 
bank  on  a  security  other  than  an  equity  security, 
or  (E)  to  such  other  loans  as  the  Board  of  Gover¬ 
nors  of  the  Federal  Reserve  System  shall,  by  such 
rules  and  regulations  as  it  may  deem  necessary  or 
appropriate  in  the  public  interest  or  for  the  pro¬ 
tection  of  investors,  exempt,  either  unconditionally 
or  upon  specified  terms  and  conditions  or  for 
stated  periods,  from  the  operation  of  this  subsec¬ 
tion  and  the  rules  and  regulations  thereunder. 

(e)  The  provisions  of  this  section  or  the  rules 
and  regulations  thereunder  shall  not  apply  on  or 
before  July  1,  1937,  to  any  loan  or  extension  of 
credit  made  prior  to  the  enactment  of  this  title 
or  to  the  maintenance,  renewal,  or  extension  of 
any  such  loan  or  credit,  except  to  the  extent  that 
the  Board  of  Governors  of  the  Federal  Reserve 
System  may  by  rules  and  regulations  prescribe  as 
necessary  to  prevent  the  circumvention  of  the 
provisions  of  this  section  or  the  rules  and  regula¬ 
tions  thereunder  by  means  of  withdrawals  of 
funds  or  securities,  substitutions  of  securities,  or 
additional  purchases  or  by  any  other  device. 


Restrictions  on  Borrowing  by  Members, 
Brokers,  and  Dealers 

Section  8.  It  shall  be  unlawful  for  any  mem¬ 
ber  of  a  national  securities  exchange,  or  any 
broker  or  dealer  who  transacts  a  business  in  se¬ 
curities  through  the  medium  of  any  such  mem¬ 
ber,  directly  or  indirectly — 

(a)  To  borrow  in  the  ordinary  course  of  busi¬ 
ness  as  a  broker  or  dealer  on  any  security  (other 
than  an  exempted  security)  registered  on  a  na¬ 
tional  securities  exchange  except  (1)  from  or 
through  a  member  bank  of  the  Federal  Reserve 
System,  (2)  from  any  nonmember  bank  which 
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shall  have  filed  with  the  Board  of  Governors  of 
the  Federal  Reserve  System  an  agreement,  which 
is  still  in  force  and  which  is  in  the  form  prescribed 
by  the  Board,  undertaking  to  comply  with  all 
provisions  of  this  Act,  the  Federal  Reserve  Act, 
as  amended,  and  the  Banking  Act  of  1933,  which 
are  applicable  to  member  banks  and  which  relate 
to  the  use  of  credit  to  finance  transactions  in  se¬ 
curities,  and  with  such  rules  and  regulations  as 
may  be  prescribed  pursuant  to  such  provisions  of 
law  or  for  the  purpose  of  preventing  evasions 
thereof,  or  (3)  in  accordance  with  such  rules  and 
regulations  as  the  Board  of  Governors  of  the  Fed¬ 
eral  Reserve  System  may  prescribe  to  permit 
loans  between  such  members  and/or  brokers 
and/or  dealers,  or  to  permit  loans  to  meet  emer¬ 
gency  needs.  Any  such  agreement  filed  with  the 
Board  of  Governors  of  the  Federal  Reserve  Sys¬ 
tem  shall  be  subject  to  termination  at  any  time  by 
order  of  the  Board,  after  appropriate  notice  and 
opportunity  for  hearing  because  of  any  failure 
by  such  bank  to  comply  with  the  provisions  thereof 
or  with  such  provisions  of  law  or  rules  or  regula¬ 
tion;  and,  for  any  willful  violation  of  such  agree¬ 
ment,  such  bank  shall  be  subject  to  the  penalties 
provided  for  violations  of  rules  and  regulations 
prescribed  under  this  title.  The  provisions  of 
sections  21  and  25  of  this  title  shall  apply  in  the 
case  of  any  such  proceeding  or  order  of  the  Board 
of  Governors  of  the  Federal  Reserve  System  in 
the  same  manner  as  such  provisions  apply  in  the 
case  of  proceedings  and  orders  of  the  Commission. 

(b)  To  permit  in  the  ordinary  course  of  busi¬ 
ness  as  a  broker  his  aggregate  indebtedness  to  all 
other  persons,  including  customers’  credit  bal¬ 
ances  (but  excluding  indebtedness  secured  by  ex¬ 
empted  securities),  to  exceed  such  percentage  of 
the  net  capital  (exclusive  of  fixed  assets  and  value 
of  exchange  membership)  employed  in  the  busi¬ 
ness,  but  not  exceeding  in  any  case  2,000  per 
centum,  as  the  Commission  may  by  rules  and  regu¬ 
lations  prescribe  as  necessary  or  appropriate  in 
the  public  interest  or  for  the  protection  of  in¬ 
vestors. 

(c)  In  contravention  of  such  rules  and  regula¬ 
tions  as  the  Commission  shall  prescribe  for  the 
protection  of  investors  to  hypothecate  or  arrange 
for  the  hypothecation  of  any  securities  carried 
for  the  account  of  any  customer  under  circum¬ 
stances  (1)  that  will  permit  the  commingling  of 
his  securities  without  his  written  consent  with  the 


securities  of  any  other  customer,  (2)  that  will  per¬ 
mit  such  securities  to  be  commingled  with  the  se¬ 
curities  of  any  person  other  than  a  bona  fide  cus¬ 
tomer,  or  (3)  that  will  permit  such  securities  to 
be  hypothecated,  or  subjected  to  any  lien  or  claim 
of  the  pledgee,  for  a  sum  in  excess  of  the  aggre¬ 
gate  indebtedness  of  such  customers  in  respect  of 
such  securities. 

(d)  To  lend  or  arrange  for  the  lending  of  any 
securities  carried  for  the  account  of  any  customer 
without  the  written  consent  of  such  customer. 


Prohibition  Against  Manipulation  of 
Security  Prices 

Section  9.  (a)  It  shall  be  unlawful  for  any 
person,  directly  or  indirectly,  by  the  use  of  the 
mails  or  any  means  or  instrumentality  of  inter¬ 
state  commerce,  or  of  any  facility  of  any  national 
securities  exchange,  or  for  any  member  of  a  na¬ 
tional  securities  exchange — 

(1)  For  the  purpose  of  creating  a  false  or  mis¬ 
leading  appearance  of  active  trading  in  any  se¬ 
curity  registered  on  a  national  securities  exchange, 
or  a  false  or  misleading  appearance  with  respect 
to  the  market  for  any  such  security,  (A)  to  effect 
any  transaction  in  such  security  which  involves 
no  change  in  the  beneficial  ownership  thereof,  or 
(B)  to  enter  an  order  or  orders  for  the  purchase 
of  such  security  with  the  knowledge  that  an  or¬ 
der  or  orders  of  substantially  the  same  size,  at  sub¬ 
stantially  the  same  time  and  at  substantially  the 
same  price,  for  the  sale  of  any  such  security,  has 
been  or  will  be  entered  by  or  for  the  same  or  dif¬ 
ferent  parties,  or  (C)  to  enter  any  order  or  orders 
for  the  sale  of  any  such  security  with  the  knowl¬ 
edge  that  an  order  or  orders  of  substantially  the 
same  size,  at  substantially  the  same  time,  and  at 
substantially  the  same  price,  for  the  purchase  of 
such  security,  has  been  or  will  be  entered  by  or 
for  the  same  or  different  parties. 

(2)  To  effect,  alone  or  with  one  or  more  other 
persons,  a  series  of  transactions  in  any  security 
registered  on  a  national  securities  exchange  cre¬ 
ating  actual  or  apparent  active  trading  in  such 
security  or  raising  or  depressing  the  price  of 
such  security,  for  the  purpose  of  inducing  the  pur¬ 
chase  or  sale  of  such  security  by  others. 

(3)  If  a  dealer  or  broker,  or  other  person  sell¬ 
ing  or  offering  for  sale  or  purchasing  or  offering 
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to  purchase  the  security,  to  induce  the  purchase 
or  sale  of  any  security  registered  on  a  national 
securities  exchange  by  the  circulation  or  dissemi¬ 
nation  in  the  ordinary  course  of  business  of  in¬ 
formation  to  the  effect  that  the  price  of  any  such 
security  will  or  is  likely  to  rise  or  fall  because  of 
market  operations  of  any  one  or'  more  persons 
conducted  for  the  purpose  of  raising  or  depress¬ 
ing  the  prices  of  such  security. 

(4)  If  a  dealer  or  broker,  or  other  person  sell¬ 
ing  or  offering  for  sale  or  purchasing  or  offering 
to  purchase  the  security,  to  make,  regarding  any 
security  registered  on  a  national  securities  ex¬ 
change,  for  the  purpose  of  inducing  the  purchase 
or  sale  of  such  security,  any  statement  which  was 
at  the  time  and  in  the  light  of  the  circumstances 
under  which  it  was  made,  false  or  misleading 
with  respect  to  any  material  fact,  and  which  he 
knew  or  had  reasonable  ground  to  believe  was  so 
false  or  misleading. 

(5)  For  a  consideration,  received  directly  or 
indirectly  from  a  dealer  or  broker,  or  other  per¬ 
son  selling  or  offering  for  sale  or  purchasing  or 
offering  to  purchase  the  security,  to  induce  the 
purchase  or  sale  of  any  security  registered  on  a 
national  securities  exchange  by  the  circulation  or 
dissemination  of  information  to  the  effect  that  the 
price  of  any  such  security  will  or  is  likely  to  rise 
or  fall  because  of  the  market  operations  of  any 
one  or  more  persons  conducted  for  the  purpose  of 
raising  or  depressing  the  price  of  such  security. 

(6)  To  effect  either  alone  or  with  one  or  more 
other  persons  any  series  of  transactions  for  the 
purchase  and/or  sale  of  any  security  registered 
on  a  national  securities  exchange  for  the  purpose 
of  pegging,  fixing,  or  stabilizing  the  price  of  such 
security  in  contravention  of  such  rules  and  regu¬ 
lations  as  the  Commission  may  prescribe  as  nec¬ 
essary  or  appropriate  in  the  public  interest  or  for 
the  protection  of  investors. 

(b)  It  shall  be  unlawful  for  any  person  to  ef¬ 
fect,  by  use  of  any  facility  of  a  national  securities 
exchange,  in  contravention  of  such  rules  and  reg¬ 
ulations  as  the  Commission  may  prescribe  as  nec¬ 
essary  or  appropriate  in  the  public  interest  or 
for  the  protection  of  investors — 

(1)  any  transaction  in  connection  with  any  se¬ 
curity  whereby  any  party  to  such  transaction  ac¬ 
quires  any  put,  call,  straddle,  or  other  option  or 
privilege  of  buying  the  security  from  or  selling 


the  security  to  another  without  being  bound  to 
do  so ;  or 

(2)  any  transaction  in  connection  with  any  se¬ 
curity  with  relation  to  which  he  has,  directly  or 
indirectly,  any  interest  in  any  such  put,  call,  strad¬ 
dle,  option,  or  privilege ;  or 

(3)  gny  transaction  in  any  security  for  the  ac¬ 
count  of  any  person  who  he  has  reason  to  believe 
has,  and  who  actually  has,  directly  or  indirectly, 
any  interest  in  any  such  put,  call,  straddle,  op¬ 
tion,  or  privilege  with  relation  to  such  security. 

(c)  It  shall  be  unlawful  for  any  member  of  a 
national  securities  exchange  directly  or  indirectly 
to  endorse  or  guarantee  the  performance  of  any 
put,  call,  straddle,  option,  or  privilege  in  relation 
to  any  security  registered  on  a  national  securities 
exchange,  in  contravention  of  such  rules  and  reg¬ 
ulations  as  the  Commission  may  prescribe  as  nec¬ 
essary  or  appropriate  in  the  public  interest  or  for 
the  protection  of  investors. 

(d)  The  terms  “put”,  “call”,  “straddle”,  “op¬ 
tion”,  or  “privilege”  as  used  in  this  section  shall 
not  include  any  registered  warrant,  right,  or  con¬ 
vertible  security. 

(e)  Any  person  who  willfully  participates  in 
any  act  or  transaction  in  violation  of  subsection 
(a),  (b),  or  (c)  of  this  section,  shall  be  liable  to 
any  person  who  shall  purchase  or  sell  any  security 
at  a  price  which  was  affected  by  such  act  or  trans¬ 
action,  and  the  person  so  injured  may  sue  in  law 
or  in  equity  in  any  court  of  competent  jurisdic¬ 
tion  to  recover  the  damages  sustained  as  a  result 
of  any  such  act  or  transaction.  In  any  such  suit 
the  court  may,  in  its  discretion,  require  an  under¬ 
taking  for  the  payment  of  the  costs  of  such  suit, 
and  assess  reasonable  costs,  including  reasonable 
attorneys’  fees,  against  either  party  litigant. 
Every  person  wdio  becomes  liable  to  make  any 
payment  under  this  subsection  may  recover  con¬ 
tribution  as  in  cases  of  contract  from  any  person 
who,  if  joined  in  the  original  suit,  would  have 
been  liable  to  make  the  same  payment.  No  ac¬ 
tion  shall  be  maintained  to  enforce  any  liability 
created  under  this  section,  unless  brought  within 
one  year  after  the  discovery  of  the  facts  constitut¬ 
ing  the  violation  and  within  three  years  after 
such  violation. 

(f)  The  provisions  of  this  section  shall  not  ap¬ 
ply  to  an  exempted  security. 
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Regulation  of  the  Use  of  Manipulative  and 
Deceptive  Devices 

Section  10.  It  shall  be  unlawful  for  any  per¬ 
son,  directly  or  indirectly,  by  the  use  of  any  means 
or  instrumentality  of  interstate  commerce  or  of 
the  mails,  or  of  any  facility  of  any  national  se¬ 
curities  exchange — 

(a)  To  effect  a  short  sale,  or  to  use  or  employ 
any  stop-loss  order  ,  in  connection  with  the  pur¬ 
chase  or  sale,  of  any  security  registered  on  a  na¬ 
tional  securities  exchange,  in  contravention  of 
such  rules  and  regulations  as  the  Commission  may 
prescribe  as  necessary  or  appropriate  in  the  pub¬ 
lic  interest  or  for.  the  protection  of  investors. 

(b)  To  use  or  employ,  in  connection  with  the 
purchase  or  sale  of  any  security  registered  on  a 
national  securities  exchange  or  any  security  not 
so  registered,  any  manipulative  or  deceptive  de¬ 
vice  or  contrivance  in  contravention  of  such  rules 
and  regulations  as  the  Commission  may  prescribe 
as  necessary  or  appropriate  in  the  public  interest 
or  for  the  protection  of  investors. 

Segregation  and  Limitation  of  Functions  of 
Members,  Brokers,  and  Dealers 

Section  11.  (a)  The  Commission  shall  pre¬ 
scribe  such  rules  and  regulations  as  it  deems  nec¬ 
essary  or  appropriate  in  the  public  interest  or  for 
the  protection  of  investors,  (1)  to  regulate  or  pre¬ 
vent  floor  trading  by  members  of  national  securi¬ 
ties  exchanges,  directly  or  indirectly  for  their  own 
account  or  for  discretionary  accounts,  and  (2)  to 
prevent  such  excessive  trading  on  the  exchange 
but  off  the  floor  by  members,  directly  or  indirectly 
for  their  own  account,  as  the  Commission  may 
deem  detrimental  to  the  maintenance  of  a  fair 
and  orderly  market.  It  shall  be  unlawful  for  a 
member  to  effect  any  transaction  'in  a  security  in 
contravention  of  such  rules  and  regulations,  but 
such  rules  and  regulations  may  make  such  exemp¬ 
tions  for  arbitrage  transactions,  for  transactions 
in  exempted  securities,  and,  within  the  limitations 
of  subsection  (b)  of  this  section,  for  transactions 
by  odd-lot  dealers  and  specialists,  as  the  Commis¬ 
sion  may  deem  necessary  or  appropriate  in  the 
public  interest  or  for  the  protection  of  investors. 

(b)  When  not  in  contravention  of  such  rules 
and  regulations  as  the  Commission  may  prescribe 


as  necessary  or  appropriate  in  the  public  interest 
or  for  the  protection  of  investors,  the  rules  of  a 
national  securities  exchange  may  permit  (1)  a 
member  to  be  registered  as  an  odd-lot  dealer  and 
as  such  to  buy  and  sell  for  his  own  account  so  far 
as  may  be  reasonably  necessary  to  carry  on  such 
odd-lot  transactions,  and/or  (2)  a  member  to  be 
registered  as  a  specialist.  If  under  the  rules  and 
regulations  of  the  Commission  a  specialist  is  per¬ 
mitted  to  act  as  a  dealer,  or  is  limited  to  acting 
as  a  dealer,  such  rules  and  regulations  shall  re¬ 
strict  his  dealings  so  far  as  practicable  to  those 
reasonably  necessary  to  permit  him  to  maintain  a 
fair  and  orderly  market,  and/or  to  those  neces¬ 
sary  to  permit  him  to  act  as  an  odd-lot  dealer  if 
the  rules  of  the  exchange  permit  him  to  act  as  an 
odd-lot  dealer.  It  shall  be  unlawful  for  a  spe¬ 
cialist  or  an  official  of  the  exchange  to  disclose  in¬ 
formation  in  regard  to  orders  placed  with  such 
specialist  which  is  not  available  to  all  members  of 
the  exchange,  to  any  person  other  than  an  official 
of  the  exchange,  a  representative  of  the  Commis¬ 
sion,  or  a  specialist  who  may  be  acting  for  such 
specialist;  but  the  Commission  shall  have  power 
to  require  disclosure  to  all  members  of  the  ex¬ 
change  of  all  orders  placed  with  specialists,  under 
such  rules  and  regulations  as  the  Commission  may 
prescribe  as  necessary  or  appropriate  in  the  public 
interest  or  for  the  protection  of  investors.  It 
shall  also  be  unlawful  for  a  specialist  acting  as  a 
broker  to  effect  on  the  exchange  any  transaction 
except  upon  a  market  or  limited  price  order. 

(c)  If  because  of  the  limited  volume  of  trans¬ 
actions  effected  on  an  exchange,  it  is  in  the  opinion 
of  the  Commission  impracticable  and  not  neces¬ 
sary  or  appropriate  in  the  public  interest  or  for 
the  protection  of  investors  to  apply  any  of  the 
foregoing  provisions  of  this  section  or  the  rules 
and  regulations  thereunder,  the  Commission  shall 
have  power,  upon  application  of  the  exchange 
and  on  a  showing  that  the  rules  of  such  exchange 
are  otherwise  adequate  for  the  protection  of  in¬ 
vestors,  to  exempt  such  exchange  and  its  mem¬ 
bers  from  any  such  provision  or  rules  and 
regulations. 

(d)  It  shall  be  unlawful  for  a  member  of  a  na¬ 
tional  securities  exchange  who  is  both  a  dealer 
and  a  broker,  or  for  any  person  who  both  as  a 
broker  and  a  dealer  transacts  a  business  in  se¬ 
curities  through  the  medium  of  a  member  or  other- 
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wise,  to  effect  through  the  use  of  any  facility  of 
a  national  securities  exchange  or  of  the  mails  or 
of  any  means  or  instrumentality  of  interstate 
commerce,  or  otherwise  in  the  case  of  a  member, 

(1)  any  transaction  in  connection  with  which,  di¬ 
rectly  or  indirectly,  he  extends  or  maintains  or 
arranges  for  the  extension  or  maintenance  of 
credit  to  or  for  a  customer  on  any  security  (other 
than  an  exempted  security)  which  was  a  part  of 
a  new  issue  in  the  distribution  of  which  he  par¬ 
ticipated  as  a  member  of  a  selling  syndicate  or 
group  within  thirty  days  1  prior  to  such  trans¬ 
action  :  Provided ,  That  credit  shall  not  be  deemed 
extended  by  reason  of  a  bona  fide  delayed  delivery 
of  any  such  security  against  full  payment  of  the 
entire  purchase  price  thereof  upon  such  delivery 
within  thirty-five  days  after  such  purchase,  or  (2) 
any  transaction  with  respect  to  any  security 
(other  than  an  exempted  security)  unless,  if  the 
transaction  is  with  a  customer,  he  discloses  to 
such  customer  in  writing  at  or  before  the  comple¬ 
tion  of  the  transaction  whether  he  is  acting  as  a 
dealer  for  his  own  account,  as  a  broker  for  such 
customer,  or  as  a  broker  for  some  other  person. 

(e)  The  Commission  is  directed  to  make  a 
study  of  the  feasibility  and  advisability  of  the 
complete  segregation  of  the  functions  of  dealer 
and  broker,  and  to  report  the  results  of  its  study 
and  its  recommendations  to  the  Congress  on  or 
before  January  3,  1936. 

Registration  Requirements  for  Securities 

Section  12.  (a)  It  shall  be  unlawful  for  any 
member,  broker,  or  dealer  to  effect  any  trans¬ 
action  in  any  security  (other  than  an  exempted 
security)  on  a  national  securities  exchange  unless 
a  registration  is  effective  as  to  such  security  for 
such  exchange  in  accordance  with  the  provisions 
of  this  title  and  the  rules  and  regulations 
thereunder. 

(b)  A  security  may  be  registered  on  a  national 
securities  exchange  by  the  issuer  filing  an  appli¬ 
cation  with  the  exchange  (and  filing  with  the 
Commission  such  duplicate  originals  thereof  as 
the  Commission  may  require),  which  application 
shall  contain — 

(1)  Such  information,  in  such  detail,  as  to  the 

1  Public  No.  577,  83d  Cong.,  approved  Aug.  10,  1954,  (68  Stat. 
686),  and  effective  sixty  days  after  the  date  of  its  enactment, 
substituted  “thirty  days”  for  “six  months.” 


issuer  and  any  person  directly  or  indirectly  con¬ 
trolling  or  controlled  by,  or  under  direct  or  indi¬ 
rect  common  control  with,  the  issuer,  and  any 
guarantor  of  the  security  as  to  principal  or  interest 
or  both,  as  the  Commission  may  by  rules  and  regu¬ 
lations  require,  as  necessary  or  appropriate  in  the 
public  interest  or  for  the  protection  of  investors, 
in  respect  of  the  following : 

(A)  the  organization,  financial  structure 
and  nature  of  the  business ; 

(B)  the  terms,  position,  rights,  and  priv¬ 
ileges  of  the  different  classes  of  securities 
outstanding ; 

(C)  the  terms  on  which  their  securities  are 
to  be,  and  during  the  preceding  three  years 
have  been,  offered  to  the  public  or  otherwise ; 

(D)  the  directors,  officers,  and  under¬ 
writers,  and  each  security  holder  of  record 
holding  more  than  10  per  centum  of  any 
class  of  any  equity  security  of  the  issuer 
(other  than  an  exempted  security),  their  re¬ 
muneration  and  their  interests  in  the  se¬ 
curities  of,  and  their  material  contracts  with, 
the  issuer  and  any  person  directly  or  in¬ 
directly  controlling  or  controlled  by,  or  under 
direct  or  indirect  common  control  with,  the 
issuer ; 

(E)  remuneration  to  others  than  directors 
and  officers  exceeding  $20,000  per  annum ; 

(F)  bonus  and  profit-sharing  arrange¬ 
ments  ; 

(G)  management  and  service  contracts; 

(H)  options  existing  or  to  be  created  in 
respect  of  their  securities ; 

(I)  balance  sheets  for  not  more  than  the 
three  preceding  fiscal  years,  certified  if  re¬ 
quired  by  the  rules  and  regulations  of  the 
Commission  by  independent  public  ac¬ 
countants  ; 

( J)  profit  and  loss  statements  for  not  more 
than  the  three  preceding  fiscal  years,  certified 
if  required  by  the  rules  and  regulations  of 
the  Commission  by  independent  public  ac¬ 
countants;  and 

(K)  any  further  financial  statements 
which  the  Commission  may  deem  necessary 
or  appropriate  for  the  protection  of  investors. 

(2)  Such  copies  of  articles  of  incorporation, 
bylaws,  trust  indentures,  or  corresponding  docu¬ 
ments  by  whatever  name  known,  underwriting 
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arrangements,  and  other  similar  documents  of, 
and  voting  trust  agreements  with  respect  to,  the 
issuer  and  any  person  directly  or  indirectly  con¬ 
trolling  or  controlled  by,  or  under  direct  or  in¬ 
direct  common  control  with,  the  issuer  as  the  Com¬ 
mission  may  require  as  necessary  or  appropriate 
for  the  proper  protection  of  investors  and  to  insure 
fair  dealing  in  the  security. 

(c)  If  in  the  judgment  of  the  Commission  any 
information  required  under  subsection  (b)  is  inap¬ 
plicable  to  any  specified  class  or  classes  of  issuers, 
the  Commission  shall  require  in  lieu  thereof  the 
submission  of  such  other  information  of  compa¬ 
rable  character  as  it  may  deem  applicable  to  such 
class  of  issuers. 

(d)  If  the  exchange  authorities  certify  to  the 
Commission  that  the  security  has  been  approved 
by  the  exchange  for  listing  and  registration,  the 
registration  shall  become  effective  thirty  days 
after  the  receipt  of  such  certification  by  the  Com¬ 
mission  or  within  such  shorter  period  of  time  as 
the  Commission  may  determine.  A  security 
registered  with  a  national  securities  exchange  may 
be  withdrawn  or  stricken  from  listing  and  regis¬ 
tration  in  accordance  with  the  rules  of  the  ex¬ 
change  and,  upon  such  terms  as  the  Commission 
may  deem  necessary  to  impose  for  the  protection 
of  investors,  upon  application  by  the  issuer  or  the 
exchange  to  the  Commission ;  whereupon  the  issuer 
shall  be  relieved  from  further  compliance  with  the 
provisions  of  this  section  and  section  13  of  this 
title  and  any  rules  or  regulations  under  such  sec¬ 
tions  as  to  the  securities  so  withdrawn  or  stricken. 
An  unissued  security  may  be  registered  only  in 
accordance  with  such  rules  and  regulations  as  the 
Commission  may  prescribe  as  necessary  or  appro¬ 
priate  in  the  public  interest  or  for  the  protection 
of  investors.1 

(e)  Notwithstanding  the  foregoing  provisions 
of  this  section,  the  Commission  may  by  such  rules 
and  regulations  as  it  deems  necessary  or  appro¬ 
priate  in  the  public  interest  or  for  the  protection 
of  investors  permit  securities  listed  on  any  ex- 

1  Public  No.  577,  83d  Cong.,  approved  Aug.  10,  1954,  (68  Stat. 
686),  and  effective  60  days  after  the  date  of  its  enactment,  re¬ 
pealed  the  last  sentence  of  paragraph  (d)  of  Section  12  of  this 
title  as  originally  enacted,  which  sentence  read  as  follows  : 

“Such  rules  and  regulations  shall  limit  the  registration  of 
an  unissued  security  to  cases  where  such  security  is  a  right 
or  the  subject  of  a  right  to  subscribe  or  otherwise  acquire 
such  security  granted  to  holders  of  a  previously  registered 
security  and  where  the  primary  purpose  of  such  registration 
is  to  distribute  such  unissued  security  to  such  holders.” 


change  at  the  time  the  registration  of  such  ex¬ 
change  as  a  national  securities  exchange  becomes 
effective,  to  be  registered  for  a  period  ending  not 
later  than  July  1,  1935,  without  complying  with 
the  provisions  of  this  section. 

(f)  Notwithstanding  the  foregoing  provisions 
of  this  section,  any  national  securities  exchange, 
upon  application  to  and  approval  of  such  applica¬ 
tion  by  the  Commission  and  subject  to  the  terms 
and  conditions  hereinafter  set  forth,  ( 1 )  may  con¬ 
tinue  unlisted  trading  privileges  to  which  a  secu¬ 
rity  had  been  admitted  on  such  exchange  prior  to 
March  1, 1934;  or  (2)  may  extend  unlisted  trading 
privileges  to  any  security  duly  listed  and  regis¬ 
tered  on  any  other  national  securities  exchange,  but 
such  unlisted  trading  privileges  shall  continue  in 
effect  only  so  long  as  such  security  shall  remain 
listed  and  registered  on  any  other  national  secu¬ 
rities  exchange; 2  or  (3)  may  extend  unlisted  trad¬ 
ing  privileges  to  any  security  in  respect  of  which 
there  is  available  from  a  registration  statement 
and  periodic  reports  or  other  data  filed  pursuant 
to  rules  or  regulations  prescribed  by  the  Commis¬ 
sion  under  this  title  or  the  Securities  Act  of  1933, 
as  amended,  information  substantially  equivalent 
to  that  available  pursuant  to  rules  or  regulations 
of  the  Commission  in  respect  of  a  security  duly 
listed  and  registered  on  a  national  securities  ex¬ 
change,  but  such  “unlisted  trading  privileges  shall 
continue  in  effect  only  so  long  as  such  a  registration 
statement  remains  effective  and  such  periodic  re¬ 
ports  or  other  data  continue  to  be  so  filed.3 

No  application  pursuant  to  this  subsection  9hall 
be  approved  unless  the  Commission  finds  that  the 
continuation  or  extension  of  unlisted  trading  priv¬ 
ileges  pursuant  to  such  application  is  necessary 
or  appropriate  in  the  public  interest  or  for  the 
protection  of  investors.  No  application  to  extend 
unlisted  trading  privileges  to  any  security  pur¬ 
suant  to  clause  (2)  or  (3)  of  this  subsection  shall 
be  approved  except  after  appropriate  notice  and 
opportunity  for  hearing.  No  application  to  ex¬ 
tend  unlisted  trading  privileges  to  any  security 
pursuant  to  clause  (2)  or  (3)  of  this  subsection 
shall  be  approved  unless  the  applicant  exchange 
shall  establish  to  the  satisfaction  of  the  Commis- 

3  By  sec.  12  of  Public  No.  621,  74th  Cong.,  approved  May  27, 

1936,  (49  Stat.  1380),  the  provisions  of  this  clause  did  not 
become  effective  until  90  days  after  May  27,  1936. 

3  By  sec.  12  of  Public  No.  621,  74th  Cong.,  (49 'Stat.  1380),  the 
provisions  of  this  clause  did  not  become  effective  until  6  months 
after  May  27,  1936. 
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sion  that  there  exists  in  the  vicinity  of  such  ex¬ 
change  sufficiently  widespread  public  distribution 
of  such  security  and  sufficient  public  trading  ac¬ 
tivity  therein  to  render  the  extension  of  unlisted 
trading  privileges  on  such  exchange  thereto  neces¬ 
sary  or  appropriate  in  the  public  interest  or  for 
the  protection  of  investors.  No  application  to  ex¬ 
tend  unlisted  trading  privileges  to  any  security 
pursuant  to  clause  (3)  of  this  subsection  shall  be 
approved  except  upon  such  terms  and  conditions 
as  will  subject  the  issuer  thereof,  the  officers  and 
directors  of  such  issuer,  and  every  beneficial 
owner  of  more  than  10  per  centum  of  such  security 
to  duties  substantially  equivalent  to  the  duties 
which  would  arise  pursuant  to  this  title  if  such 
security  were  duly  listed  and  registered  on  a  na¬ 
tional  securities  exchange ;  except  that  such  terms 
and  conditions  need  not  be  imposed  in  any  case 
or  class  of  cases  in  which  it  shall  appear  to  the 
Commission  that  the  public  interest  and  the  pro¬ 
tection  of  investors  would  nevertheless  best  be 
served  by  such  extension  of  unlisted  trading  privi¬ 
leges.  In  the  publication  or  making  available  for 
publication  by  any  national  securities  exchange, 
or  by  any  person  directly  or  indirectly  controlled 
by  such  exchange,  of  quotations  or  transactions 
in  securities  made  or  effected  upon  such  exchange, 
such  exchange  or  controlled  person  shall  clearly 
differentiate  between  quotations  or  transactions 
in  listed  securities,  and  quotations  or  transactions 
in  securities  for  which  unlisted  trading  privileges 
on  such  exchange  have  been  continued  or  extended 
pursuant  to  this  subsection.  In  the  publication 
or  making  available  for  publication  of  such  quota¬ 
tions  or  transactions  otherwise  than  by  ticker,  such 
exchange  or  controlled  person  shall  group  under 
separate  headings  (A)  quotations  or  transactions 
in  listed  securities,  and  (B)  quotations  or  trans¬ 
actions  in  securities  for  which  unlisted  trading 
privileges  on  such  exchange  has  been  continued  or 
extended  pursuant  to  this  subsection. 

The  Commission  shall  by  rules  and  regulations 
suspend  unlisted  trading  privileges  in  whole  or 
in  part  for  any  or  all  classes  of  securities  for  a 
period  not  exceeding  twelve  months,  if  it  deems 
such  suspension  necessary  or  appropriate  in  the 
public  interest  or  for  the  protection  of  investors 
or  to  prevent  evasion  of  the  purposes  of  this  title. 

Unlisted  trading  privileges  continued  for  any 
security  pursuant  to  clause  (1)  of  this  subsection 


shall  be  terminated  by  order,  after  appropriate 
notice  and  opportunity  for  hearing,  if  it  appears 
at  any  time  that  such  security  has  been  withdrawn 
from  listing  on  any  exchange  by  the  issuer  thereof, 
unless  it  shall  be  established  to  the  satisfaction  of 
the  Commission  that  such  delisting  was  not  de¬ 
signed  to  evade  the  purposes  of  this  title  or  unless 
it  shall  appear  to  the  Commission  that,  notwith¬ 
standing  any  such  purpose  of  evasion,  the  continu¬ 
ation  of  such  unlisted  trading  privileges  is  never¬ 
theless  necessary  or  appropriate  in  the  public  in¬ 
terest  or  for  the  protection  of  investors.  On  the 
application  of  the  issuer  of  any  security  for  which 
unlisted  trading  privileges  on  any  exchange  have 
been  continued  or  extended  pursuant  to  this  sub¬ 
section,  or  of  any  broker  or  dealer  who  makes  or 
creates  a  market  for  such  security,  or  of  any  other 
person  having  a  bona  fide  interest  in  the  question 
of  termination  or  suspension  of  such  unlisted  trad¬ 
ing  privileges,  or  on  its  own  motion,  the  Commis¬ 
sion  shall  by  order  terminate,  or  suspend  for  a 
period  not  exceeding  twelve  months,  such  unlisted 
trading  privileges  for  such  security  if  the  Com¬ 
mission  finds,  after  appropriate  notice  and  oppor¬ 
tunity  for  hearing,  that  by  reason  of  inadequate 
public  distribution  of  such  security  in  the  vicinity 
of  said  exchange,  or  by  reason  of  inadequate  public 
trading  activity  or  of  the  character  of  trading 
therein  on  said  exchange,  such  termination  or 
suspension  is  necessary  or  appropriate  in  the  pub¬ 
lic  interest  or  for  the  protection  of  investors. 

In  any  proceeding  under  this  subsection  in 
which  appropriate  notice  and  opportunity  for 
hearing  are  required,  notice  of  not  less  than  ten 
days  to  the  applicant  in  such  proceeding,  to  the 
issuer  of  the  security  involved,  to  the  exchange 
which  is  seeking  to  continue  or  extend  or  has  con¬ 
tinued  or  extended  unlisted  trading  privileges  for 
such  security,  and  to  the  exchange,  if  any,  on 
which  such  security  is  listed  and  registered,  shall 
be  deemed  adequate  notice,  and  any  broker  or 
dealer  who  makes  or  creates  a  market  for  such 
security,  and  any  other  person  having  a  bona  fide 
interest  in  such  proceeding,  shall  upon  applica¬ 
tion  be  entitled  to  be  heard. 

Any  security  for  which  unlisted  trading  privi¬ 
leges  are  continued  or  extended  pursuant  to  this 
subsection  shall  be  deemed  to  be  registered  on  a 
national  securities  exchange  within  the  meaning  of 
this  title.  The  powers  and  duties  of  the  Commis- 
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sion  under  subsection  (b)  of  section  19  of  this  title 
shall  be  applicable  to  the  rules  of  an  exchange  in 
respect  of  any  such  security.  -The  Commission 
may,  by  such  rules  and  regulations  as  it  deems 
necessary  or  appropriate  in  the  public  interest  or 
for  the  protection  of  investors,  either  uncondi¬ 
tionally  or  upon  specified  terms  and  conditions,  or 
for  stated  periods,  exempt  such  securities  from  the 
operation  of  any  provision  of  section  13,  14,  or  16 
of  this  title.1 

Periodical  and  Other  Reports 

Section  13.  (a)  Every  issuer  of  a  security 
registered  on  a  national  securities  exchange  shall 
file  the  information,  documents,  and  reports  below 
specified  with  the  exchange  (and  shall  file  with 
the  Commission  such  duplicate  originals  thereof 
as  the  Commission  may  require),  in  accordance 
with  such  rules  and  regulations  as  the  Commis¬ 
sion  may  prescribe  as  necessary  or  appropriate 
for  the  proper  protection  of  investors  and  to  in¬ 
sure  fair  dealing  in  the  security — 

(1)  Such  information  and  documents  as  the 
Commission  may  require  to  keep  reasonably  cur¬ 
rent  the  information  and  documents  filed  pur¬ 
suant  to  section  12. 


1  Attention  is  directed  to  sec.  2  of  Public  No.  621,  74th  Cong., 
(49  Stat.  1377)  which  reads: 

Sec.  2.  Any  application  to  continue  unlisted  trading  privileges 
for  anjr  security  heretofore  filed  by  any  exchange  and  approved 
by  the  Commission  pursuant  to  clause  (1)  of  subsection  (f)  of 
section  12  of  the  Securities  Exchange  Act  of  1934  and  rules  and 
regulations  thereunder  shall  be  deemed  to  have  been  filed  and 
approved  pursuant  to  clause  (1)  of  said  subsection  (f)  as 
amended  by  section  1  of  this  act. 

Public  No.  621  amended  sec.  12(f).  As  originally  enacted,  the 
subsection  read  as  follows : 

(f)  The  Commission  is  directed  to  make  a  study  of  trading  in 
unlisted  securities  upon  exchanges  and  to  report  the  results  of 
its  study  and  its  recommendations  to  Congress  on  or  before  Janu¬ 
ary  3,  1936.  Notwithstanding  the  foregoing  provisions  of  this 
section,  the  Commission  may,  by  such  rules  and  regulations  as  it 
deems  necessary  or  appropriate  for  the  protection  of  investors, 
prescribe  terms  and  conditions  under  which,  upon  the  application 
of  any  national  securities  exchange,  such  exchange  (1)  may  con¬ 
tinue  until  June  1,  1936,  unlisted  trading  privileges  to  which  a 
security  had  been  admitted  on  such  exchange  prior  to  March  1, 
1934,  and  for  such  purpose  exempt  such  security  and  the  issuer 
thereof  from  the  provisions  of  this  section  and  sections  13  and 
16,  or  (2)  may  extend  until  July  1,  1935,  unlisted  trading  privi¬ 
lege  to  any  security  registered  on  any  other  national  securities 
exchange  which  security  was  listed  on  such  other  exchange  on 
March  1,  1934.  A  security  for  which  unlisted  trading  privileges 
are  so  continued  shall  be  considered  a  “security  registered  on  a 
national  securities  exchange”  within  the  meaning  of  this  title. 
The  rules  and  regulations  of  the  Commission  relating  to  such 
unlisted  trading  privileges  for  securities  shall  require  that  quota¬ 
tions  of  transactions  upon  any  national  securities  exchange  shall 
clearly  indicate  the  difference  between  fully  listed  securities  and 
securities  admitted  to  unlisted  trading  privileges  only. 


(2)  Such  annual  reports,  certified  if  required 
by  the  rules  and  regulations  of  the  Commission 
by  independent  public  accountants,  and  such 
quarterly  reports,  as  the  Commission  may  pre¬ 
scribe. 

(b)  The  Commission  may  prescribe,  in  regard 
to  reports  made  pursuant  to  this  title,  the  form 
or  forms  in  which  the  required  information  shall 
be  set  forth,  the  items  or  details  to  be  shown  in 
the  balance  sheet  and  the  earning  statement,  and 
the  methods  to  be  followed  in  the  preparation  of 
reports,  in  the  appraisal  or  valuation  of  assets 
and  liabilities,  in  the  determination  of  deprecia¬ 
tion  and  depletion,  in  the  differentiation  of  recur¬ 
ring  and  nonrecurring  income,  in  the  differentia¬ 
tion  of  investment  and  operating  income,  and  in 
the  preparation,  where  the  Commission  deems  it 
necessary  or  desirable,  of  separate  and/or  con¬ 
solidated  balance  sheets  or  income  accounts  of  any 
person  directly  or  indirectly  controlling  or  con¬ 
trolled  by  the  issuer,  or  any  person  under  direct 
or  indirect  common  control  with  the  issuer;  but 
in  the  case  of  the  reports  of  any  person  whose 
methods  of  accounting  are  prescribed  under  the 
provisions  of  any  law  of  the  United  States,  or  any 
rule  or  regulation  thereunder,  the  rules  and  regu¬ 
lations  of  the  Commission  with  respect  to  reports 
shall  not  be  inconsistent  with  the  requirements 
imposed  by  such  law  or  rule  or  regulation  in  re¬ 
spect  of  the  same  subject  matter,  and,  in  the  case 
of  carriers  subject  to  the  provisions  of  section  20 
of  the  Interstate  Commerce  Act,  as  amended,  or 
carriers  required  pursuant  to  any  other  Act  of 
Congress  to  make  reports  of  the  same  general 
character  as  those  required  under  such  section  20, 
shall  permit  such  carriers  to  file  with  the  Com¬ 
mission  and  the  exchange  duplicate  copies  of  the 
reports  and  other  documents  filed  with  the  Inter¬ 
state  Commerce  Commission,  or  with  the  govern¬ 
mental  authority  administering  such  other  Act  of 
Congress,  in  lieu  of  the  reports,  information  and 
documents  required  under  this  section  and  section 
12  in  respect  of  the  same  subject  matter. 

(c)  If  in  the  judgment  of  the  Commission  any 
report  required  under  subsection  (a)  is  inappli¬ 
cable  to  any  specified  class  or  classes  of  issuers, 
the  Commission  shall  require  in  lieu  thereof  of  the 
submission  of  such  reports  of  comparable  char¬ 
acter  as  it  may  deem  applicable  to  such  class  or 
classes  of  issuers. 
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Proxies 

Section  14.  (a)  It  shall  be  unlawful  for  any 
person,  by  the  use  of  the  mails  or  by  any  means 
or  instrumentality  of  interstate  commerce  or  of 
any  facility  of  any  national  securities  exchange  or 
otherwise  to  solicit  or  to  permit  the  use  of  his 
name  to  solicit  any  proxy  or  consent  or  authoriza¬ 
tion  in  respect  of  any  security  (other  than  an 
exempted  security)  registered  on  any  national 
securities  exchange  in  contravention  of  such  rules 
and  regulations  as  the  Commission  may  prescribe 
as  necessary  or  appropriate  in  the  public  interest 
or  for  the  protection  of  investors. 

(b)  It  shall  be  unlawful  for  any  member  of  a 
national  securities  exchange  or  any  broker  or 
dealer  who  transacts  a  business  in  securities 
through  the  medium  of  any  such  member  to  give  a 
proxy,  consent,  or  authorization  in  respect  of  any 
security  registered  on  a  national  securities  ex¬ 
change  and  carried  for  the  account  of  a  customer 
in  contravention  of  such  rules  and  regulations  as 
the  Commission  may  prescribe  as  necessary  or  ap¬ 
propriate  in  the  public  interest  or  for  the  protec¬ 
tion  of  investors. 

Over-the-Counter  Markets 

Section  15.  (a)  No  broker  or  dealer  (other  than 
one  whose  business  is  exclusively  intrastate)  shall 
make  use  of  the  mails  or  of  any  means  or  instru¬ 
mentality  of  interstate  commerce  to  effect  any 
transaction  in,  or  to  induce  the  purchase  or  sale  of, 
any  security  (other  than  an  exempted  security 
or  commercial  paper,  bankers’  acceptances,  or 
commercial  bills)  otherwise  than  on  a  national  se¬ 
curities  exchange,  unless  such  broker  or  dealer  is 
registered  in  accordance  with  subsection  (b)  of 
this  section.1 

(b)  A  broker  or  dealer  may  be  registered  for 
the  purposes  of  this  section  by  filing  with  the 
Commission  an  application  for  registration, 
which  shall  contain  such  information  in  such  de¬ 
tail  as  to  such  broker  or  dealer  and  any  person 
directly  or  indirectly  controlling  or  controlled  by, 
or  under  direct  or  indirect  common  control  with, 
such  broker  or  dealer,  as  the  Commission  may  by 


1  By  sec.  12  of  Public  No.  621,  74th  Cong.,  (49  Stat.  1380),  the 
provisions  of  this  subsection  did  not  become  effective  until  90 
days  after  May  27,  1936. 


rules  and  regulations  require  as  necessary  or  ap¬ 
propriate  in  the  public  interest  or  for  the  protec¬ 
tion  of  investors.  Except  as  hereinafter  provided, 
such  registration  shall  become  effective  thirty  days 
after  the  receipt  of  such  application  by  the  Com¬ 
mission  or  within  such  shorter  period  of  time  as 
the  Commission  may  determine. 

An  application  for  registration  of  a  broker  or 
dealer  to  be  formed  or  organized  may  be  made  by 
a  broker  or  dealer  to  which  the  broker  or  dealer 
to  be  formed  or  organized  is  to  be  the  successor. 
Such  application  shall  contain  such  information 
in  such  detail  as  to  the  applicant  and  as  to  the 
successor  and  any  person  directly  or  indirectly 
controlling  or  controlled  by,  or  under  direct  or 
indirect  common  control  with,  the  applicant  or  the 
successor,  as  the  Commission  may  by  rules  and 
regulations  require  as  necessary  or  appropriate  in 
the  public  interest  or  for  the  protection  of  in¬ 
vestors.  Except  as  hereinafter  provided,  such 
registration  shall  become  effective  thirty  days 
after  the  receipt  of  such  application  by  the  Com¬ 
mission  or  within  such  shorter  period  of  time  as 
the  Commission  may  determine.  Such  registra¬ 
tion  shall  terminate  on  the  forty-fifth  day  after 
the  effective  date  thereof,  unless  prior  thereto  the 
successor  shall,  in  accordance  with  such  rules  and 
regulations  as  the  Commission  may  prescribe, 
adopt  such  application  as  its  own. 

If  any  amendment  to  any  application  for  regis¬ 
tration  pursuant  to  this  subsection  is  filed  prior 
to  the  effective  date  thereof,  such  amendment  shall 
be  deemed  to  have  been  filed  simultaneously  with 
and  as  part  of  such  application;  except  that  the 
Commission  may,  if  it  appears  necessary  or  ap¬ 
propriate  in  the  public  interest  or  for  the  protec¬ 
tion  of  investors,  defer  the  effective  date  of  any 
such  registration  as  thus  amended  until  the  thir¬ 
tieth  day  after  the  filing  of  such  amendment. 

The  Commission  shall,  after  appropriate  notice 
and  opportunity  for  hearing,  by  order  deny  regis¬ 
tration  to  or  revoke  the  registration  of  any  broker 
or  dealer  if  it  finds  that  such  denial  or  revocation 
is  in  the  public  interest  and  that  (1)  such  broker 
or  dealer  whether  prior  or  subsequent  to  becoming 
such,  or  (2)  any  partner,  officer,  director,  or 
branch  manager  of  such  broker  or  dealer  (or  any 
person  occupying  a  similar  status  or  performing 
similar  functions),  or  any  person  directly  or  indi¬ 
rectly  controlling  or  controlled  by  such  broker  or 
dealer,  whether  prior  or  subsequent  to  becoming 
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such,  (A)  has  willfully  made  or  caused  to  be  made 
in  any  application  for  registration  pursuant  to 
this  subsection  or  in  any  document  supplemental 
thereto  or  in  any  proceeding  before  the  Commis¬ 
sion  with  respect  to  registration  pursuant  to  this 
subsection  any  statement  which  was  at  the  time 
and  in  the  light  of  the  circumstances  under  which 
it  was  made  false  or  misleading  with  respect  to 
any  material  fact;  or  (B)  has  been  convicted 
within  ten  years  preceding  the  filing  of  any  such 
application  or  at  any  time  thereafter  of  any  felony 
or  misdemeanor  involving  the  purchase  or  sale 
of  any  security  or  arising  out  of  the  conduct  of 
the  business  of  a  broker  or  dealer;  or  (C)  is  per¬ 
manently  or  temporarily  enjoined  by  order,  judg¬ 
ment,  or  decree  of  any  court  of  competent 
jurisdiction  from  engaging  in  or  continuing  any 
conduct  or  practice  in  connection  with  the  pur¬ 
chase  or  sale  of  any  security ;  or  (D)  has  willfully 
violated  any  provision  of  the  Securities  Act  of 
1933,  as  amended,  or  of  this  title,  or  of  any  nde  or 
regulation  thereunder.  Pending  final  determina¬ 
tion  whether  any  such  registration  shall  be  de¬ 
nied,  the  Commission  may  by  order  postpone  the 
effective  date  of  such  registration  for  a  period  not 
to  exceed  fifteen  days,  but  if,  after  appropriate 
notice  and  opportunity  for  hearing,  it  shall  ap¬ 
pear  to  the  Commission  to  be  necessary  or  appro¬ 
priate  in  the  public  interest  or  for  the  protection 
of  investors  to  postpone  the  effective  date  of  such 
registration  until  final  determination,  the  Com¬ 
mission  shall  so  order.  Pending  final  determina¬ 
tion  whether  any  such  registration  shall  be  re¬ 
voked,  the  Commission  shall  by  order  suspend  such 
registration  if,  after  appropriate  notice  and  op¬ 
portunity  for  hearing,  such  suspension  shall  ap¬ 
pear  to  the  Commission  to  be  necessary  or 
appropriate  in  the  public  interest  or  for  the  pro¬ 
tection  of  investors.  Any  registered  broker  or 
dealer  may,  upon  such  terms  and  conditions  as 
the  Commission  may  deem  necessary  in  the  public 
interest  or  for  the  protection  of  investors,  with¬ 
draw  from  registration  by  filing  a  written  notice 
of  withdrawal  with  the  Commission.  If  the  Com¬ 
mission  finds  that  any  registered  broker  or  dealer, 
or  any  broker  or  dealer  for  whom  an  application 
for  registration  is  pending,  is  no  longer  in  exist¬ 
ence  or  has  ceased  to  do  business  as  a  broker  or 
dealer,  the  Commission  shall  by  order  cancel  the 
registration  or  application  of  such  broker  or 
dealer. 


(c)  (1)  No  broker  or  dealer  shall  make  use  of 
the  mails  or  of  any  means  or  instrumentality  of 
interstate  commerce  to  effect  any  transaction  in,  or 
to  induce  the  purchase  or  sale  of,  any  security 
(other  than  commercial  paper,  bankers’  accept¬ 
ances,  or  commercial  bills)  otherwise  than  on  a 
national  securities  exchange,  by  means  of  any 
manipulative,  deceptive,  or  other  fraudulent  device 
or  contrivance.  The  Commission  shall,  for  the 
purposes  of  this  subsection,  by  rules  and  regula¬ 
tions  define  such  devices  or  contrivances  as  are 
manipulative,  deceptive,  or  otherwise  fraudulent. 

(2)  No  broker  or  dealer  shall  make  use  of  the 
mails  or  of  any  means  or  instrumentality  of  inter¬ 
state  commerce  to  effect  any  transaction  in,  or  to 
induce  or  attempt  to  induce  the  purchase  or  sale 
of,  any  security  (other  than  an  exempted  security 
or  commercial  paper,  bankers’  acceptances,  or 
commercial  bills)  otherwise  than  on  a  national 
securities  exchange,  in  connection  with  which  such 
broker  or  dealer  engages  in  any  fraudulent,  de¬ 
ceptive,  or  manipulative  act  or  practice,  or  makes 
any  fictitious  quotation.  The  Commission  shall, 
for  the  purposes  of  this  paragraph,  by  rules  and 
regulations  define,  and  prescribe  means  reasonably 
designed  to  prevent,  such  acts  and  practices  as  are 
fraudulent,  deceptive,  or  manipulative  and  such 
quotations  as  are  fictitious. 

(3)  No  broker  or  dealer  shall  make  use  of  the 
mails  or  of  any  means  or  instrumentality  of  inter¬ 
state  commerce  to  effect  any  transaction  in,  or  to 
induce  or  attempt  to  induce  the  purchase  or  sale 
of,  any  security  (other  than  an  exempted  security 
or  commercial  paper,  bankers’  acceptances,  or  com¬ 
mercial  bills)  otherwise  than  on  a  national  securi¬ 
ties  exchange,  in  contravention  of  such  rules  and 
regulations  as  the  Commission  may  prescribe  as 
necessary  or  appropriate  in  the  public  interest  or 
for  the  protection  of  investors  to  provide  safe¬ 
guards  with  respect  to  the  financial  responsibility 
of  brokers  and  dealers.1 


'Prior  to  amendment  by  Public  No.  719,  75th  Cong.,  approved 
June  25,  1938,  (52  Stat.  1075),  subsection  (c)  of  sec.  15  read 
as  follows  : 

(c)  No  broker  or  dealer  shall  make  use  of  the  mails  or  of  any 
means  or  instrumentality  of  interstate  commerce  to  effect  any 
transaction  in,  or  to  induce  the  purchase  or  sale  of,  any  security 
(other  than  commercial  paper,  bankers’  acceptances,  or  commer¬ 
cial  bills)  otherwise  than  on  a  national  securities  exchange,  by 
means  of  any  manipulative,  deceptive,  or  other  fraudulent  device 
or  contrivance.  The  Commission  shall,  for  the  purposes  of  this 
subsection,  by  rules  and  regulations  define  such  devices  or  con¬ 
trivances  as  are  manipulative,  deceptive,  or  otherwise  fraudulent. 
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(d)  Each  registration  statement  hereafter  filed 
pursuant  to  the  Securities  Act  of  1933,  as  amended, 
shall  contain  an  undertaking  by  the  issuer  of  the 
issue  of  securities  to  which  the  registration  state¬ 
ment  relates  to  file  with  the  Commission,  in  ac¬ 
cordance  with  such  rules  and  regulations  as  the 
Commission  may  prescribe  as  necessary  or  appro¬ 
priate  in  the  public  interest  or  for  the  protection 
of  investors,  such  supplementary  and  periodic  in¬ 
formation,  documents,  and  reports  as  may  be  re¬ 
quired  pursuant  to  section  13  of  this  title  in 
respect  of  a  security  listed  and  registered  on  a 
national  securities  exchange ;  but  such  under¬ 
taking  shall  become  operative  only  if  the  aggre¬ 
gate  offering  price  of  such  issue  of  securities, 
plus  the  aggregate  value  of  all  other  securities 
of  such  issuer  of  the  same  class  (as  hereinafter 
defined)  outstanding,  computed  upon  the  basis 
of  such  offering  price,  amounts  to  $2,000,000  or 
more.  The  issuer  shall  file  such  supplementary 
and  periodic  information,  documents,  and  re¬ 
ports  pursuant  to  such  undertaking,  except  that 
the  duty  to  file  shall  be  automatically  suspended 
if  and  so  long  as  (1)  such  issue  of  securities 
is  listed  and  registered  on  a  national  securities 
exchange,  or  (2)  by  reason  of  the  listing  and 
registration  of  any  other  security  of  such  issuer 
on  a  national  securities  exchange,  such  issuer 
is  required  to  file  pursuant  to  section  13  of 
this  title  information,  documents,  and  reports 
substantially  equivalent  to  such  as  would  be  re¬ 
quired  if  such  issue  of  securities  were  listed  and 
registered  on  a  national  securities  exchange,  or 
(3)  the  aggregate  value  of  all  outstanding  securi¬ 
ties  of  the  class  to  which  such  issue  belongs  is 
reduced  to  less  than  $1,000,000  computed  upon 
the  basis  of  the  offering  price  of  the  last  issue  of 
securities  of  said  class  offered  to  the  public.  For 
the  purposes  of  this  subsection,  the  term  “class” 
shall  be  construed  to  include  all  securities  of  an 
issuer  which  are  of  substantially  similar  charac¬ 
ter  and  the  holders  of  which  enjoy  substantially 
similar  rights  and  privileges.  Nothing  in  this 
subsection  shall  apply  to  securities  issued  by  a 
foreign  government  or  political  subdivision 
thereof  or  to  any  other  security  which  the  Com¬ 
mission  may  by  rules  and  regulations  exempt  as 
not  comprehended  within  the  purposes  of  this 
subsection.1 


Sec.  15A.  (a)  Any  association  of  brokers  or 
dealers  may  be  registered  with  the  Commission  as 
a  national  securities  association  pursuant  to  sub¬ 
section  (b) ,  or  as  an  affiliated  securities  association 
pursuant  to  subsection  (d),  under  the  terms  and 
conditions  hereinafter  provided  in  this  section,  by 
filing  with  the  Commission  a  registration  state¬ 
ment  in  such  form  as  the  Commission  may  pre¬ 
scribe,  setting  forth  the  information,  and  accom¬ 
panied  by  the  documents,  below  specified : 

(1)  Such  data  as  to  its  organization,  mem¬ 
bership,  and  rules  of  procedure,  and  such 
other  information  as  the  Commission  may  by 
rules  and  regulations  require  as  necessary  or 
appropriate  in  the  public  interest  or  for  the 
protection  of  investors ;  and 

(2)  Copies  of  its  constitution,  charter,  or 
articles  of  incorporation  or  association,  with 
all  amendments  thereto,  and  of  its  existing 
bylaws,  and  of  any  rules  or  instruments  corre- 


>By  sec.  12  of  Public  No.  621,  74th  Cong.,  (49  Stat.  1380),  the 
provisions  of  this  subsection  did  not  become  effective  until  90 
days  after  May  27,  1936. 

Sec.  3  of  Public  No.  621,  (49  Stat.  1377),  amended  Section 
15.  Prior  to  the  amendment,  the  section  read  : 

Sec.  15.  It  shall  be  unlawful,  in  contravention  of  such  rules 
and  regulations  as  the  Commission  may  prescribe  as  necessary 
or  appropriate  in  the  public  interest  and  to  insure  to  investors 
protection  comparable  to  that  provided  by  and  under  authority  of 
this  title  in  the  case  of  national  securities  exchanges,  (1)  for  any 
broker  or  dealer,  singly  or  with  any  other  person  or  persons,  to 
make  use  of  the  mails  or  any  means  or  instrumentality  of  inter¬ 
state  commerce  for  the  purpose  of  making  or  creating,  or  enabling 
another  to  make  or  create,  a  market,  otherwise  than  on  a  na¬ 
tional  securities  exchange,  for  both  the  purchase  and  sale  of  any 
security  (other  than  an  exempted  security  or  commercial  paper, 
bankers’  acceptances,  or  commercial  bills,  or  unregistered  securi¬ 
ties  the  market  in  which  is  predominantly  intrastate  and  which 
have  not  previously  been  registered  or  listed),  or  (2)  for  any 
broker  or  dealer  to  use  any  facility  of  any  such  market.  Such 
rules  and  regulations  may  provide  for  the  regulation  of  all 
transactions  by  brokers  and  dealers  on  any  such  market,  for  the 
registration  with  the  Commission  of  dealers  and/or  brokers  mak¬ 
ing  or  creating  such  a  market,  and  for  the  registration  of  the 
securities  for  which  they  make  or  create  a  market  and  may  make 
special  provision  with  respect  to  securities  or  specified  classes 
thereof  listed,  or  entitled  to  unlisted  trading  privileges,  upon  any 
exchange  on  the  date  of  the  enactment  of  this  title,  which  securi¬ 
ties  are  not  registered  under  the  provisions  of  section  12  of  this 
title. 

Attention  is  directed  also  to  secs.  10  and  11  of  Public  No.  621, 
which  read  : 

Sec.  10.  All  brokers  and  dealers  for  whom  registration  is  in 
effect  on  the  date  of  enactment  of  this  Act  in  accordance  with 
rules  and  regulations  of  the  Commission  prescribed  pursuant  to 
section  15  of  the  Securities  Exchange  Act  of  1934  shall  be  deemed 
to  be  registered  pursuant  to  section  15  of  such  Act  as  amended 
by  section  3  of  this  Act. 

Sec.  11.  Nothing  in  this  Act  shall  be  deemed  to  extinguish  any 
liability  which  may  have  arisen  prior  to  the  effective  date  of  this 
Act  by  reason  of  any  violation  of  section  15  of  the  Securities  Ex¬ 
change  Act  of  1934  or  of  any  rule  or  regulation  thereunder. 
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sponding  to  the  foregoing,  whatever  the  name, 
hereinafter  in  this  title  collectively  referred 
to  as  the  “rules  of  the  association.” 

Such  registration  shall  not  be  construed  as  a 
waiver  by  such  association  or  any  member  thereof 
of  any  constitutional  right  or  of  any  right  to 
contest  the  validity  of  any  rule  or  regulation  of  the 
Commission  under  this  title. 

(b)  An  applicant  association  shall  not  be  regis¬ 
tered  as  a  national  securities  association  unless  it 
appears  to  the  Commission  that — 

(1)  by  reason  of  the  number  of  its  members, 
the  scope  of  their  transactions,  and  the  geo¬ 
graphical  distribution  of  its  members  such 
association  will  be  able  to  comply  with  the 
provisions  of  this  title  and  the  rules  and 
regulations  thereunder  and  to  carry  out  the 
purposes  of  this  section ; 

(2)  such  association  is  so  organized  and  is 
of  such  a  character  as  to  be  able  to  comply 
with  the  provisions  of  this  title  and  the  rules 
and  regulations  thereunder,  and  to  carry  out 
the  purposes  of  this  section ; 

(3)  the  rules  of  the  association  provide  that 
any  broker  or  dealer  who  makes  use  of  the 
mails  or  of  any  means  or  instrumentality  of 
interstate  commerce  to  effect  any  transaction 
in,  or  to  induce  the  purchase  or  sale  of,  any 
security  otherwise  than  on  a  national  securi¬ 
ties  exchange,  may  become  a  member  of  such 
association,  except  such  as  are  excluded  pursu¬ 
ant  to  paragraph  (4)  of  this  subsection :  Pro¬ 
vided,  That  the  rules  of  the  association  may 
restrict  membership  in  such  association  on 
such  specified  geographical  basis,  or  on  such 
specified  basis  relating  to  the  type  of  business 
done  by  its  members,  or  on  such  other  specified 
and  appropriate  basis,  as  appears  to  the  Com¬ 
mission  to  be  necessary  or  appropriate  in  the 
public  interest  or  for  the  protection  of  in¬ 
vestors  and  to  carry  out  the  purpose  of  this 
section ; 

(4)  the  rules  of  the  association  provide  that, 
except  with  the  approval  or  at  the  direction  of 
the  Commission  in  cases  in  which  the  Com¬ 
mission  finds  it  appropriate  in  the  publiq 
interest  so  to  approve  or  direct,  no  broker 
or  dealer  shall  be  admitted  to  or  continued  in 
membership  in  such  association,  if  (1)  such 
broker  or  dealer,  whether  prior  or  subse¬ 


quent  to  becoming  such,  or  (2)  any  partner, 
officer,  director,  or  branch  manager  of  such 
broker  or  dealer  (or  any  person  occupying  a 
similar  status  or  performing  similar  func¬ 
tions),  or  any  person  directly  or  indirectly 
controlling  or  controlled  by  such  broker  or 
dealer,  whether  prior  or  subsequent  to  becom¬ 
ing  such,  (A)  has  been  and  is  suspended  or 
expelled  from  a  registered  securities  associa¬ 
tion  (whether  national  or  affiliated)  or  from 
a  national  securities  exchange,  for  violation 
of  any  rule  of  such  association  or  exchange 
which  prohibits  any  act  or  transaction  con¬ 
stituting  conduct  inconsistent  with  just  and 
equitable  principles  of  trade,  or  requires  any 
act  the  omission  of  which  constitutes  conduct 
inconsistent  with  just  and  equitable  principles 
of  trade,  or  (B)  is  subject  to  an  order  of  the 
Commission  denying  or  revoking  his  registra¬ 
tion  pursuant  to  section  15  of  this  title,  or 
expelling  or  suspending  him  from  member¬ 
ship  in  a  registered  securities  association  or  a 
national  securities  exchange,  or  (C)  by  his 
conduct  while  employed  by,  acting  for,  or 
directly  or  indirectly  controlling  or  controlled 
by,  a  broker  or  dealer,  was  a  cause  of  any 
suspension,  expulsion,  or  order  of  the  char¬ 
acter  described  in  clause  (A)  or  (B)  which 
is  in  effect  with  respect  to  such  broker  or 
dealer ; 

(5)  the  rules  of  the  association  assure  a 
fair  representation  of  its  members  in  the 
adoption  of  any  rule  of  the  association  or 
amendment  thereto,  the  selection  of  its  officers 
and  directors,  and  in  all  other  phases  of  the 
administration  of  its  affairs ; 

(6)  the  rules  of  the  association  provide  for 
the  equitable  allocation  of  dues  among  its 
members,  to  defray  reasonable  expenses  of 
administration ; 

(7)  the  rules  of  the  association  are  de¬ 
signed  to  prevent  fraudulent  and  manipula¬ 
tive  acts  and  practices,  to  promote  just  and 
equitable  principles  of  trade,  to  provide  safe¬ 
guards  against  unreasonable  profits  or  un¬ 
reasonable  rates  of  commissions  or  other 
charges,  and,  in  general,  to  protect  investors 
and  the  public  interest,  and  to  remove  impedi¬ 
ments  to  and  perfect  the  mechanism  of  a  free 
and  open  market;  and  are  not  designed  to 
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permit  unfair  discrimination  between  cus¬ 
tomers  or  issuers,  or  brokers  or  dealers,  to  fix 
minimum  profits,  to  impose  any  schedule  of 
prices,  or  to  impose  any  schedule  or  fix  mini¬ 
mum  rates  of  commissions,  allowances,  dis¬ 
counts,  or  other  charges ; 

(8)  the  rules  of  the  association  provide  that 
its  members  shall  be  appropriately  disci¬ 
plined,  by  expulsion,  suspension,  fine,  censure, 
or  any  other  fitting  penalty,  for  any  violation 
of  its  rules; 

(9)  the  rules  of  the  association  provide  a 
fair  and  orderly  procedure  with  respect  to  the 
disciplining  of  members  and  the  denial  of 
membership  to  any  broker  or  dealer  seeking 
membership  therein.  In  any  proceeding  to 
determine  whether  any  member  shall  be  disci¬ 
plined,  such  rules  shall  require  that  specific 
charges  be  brought;  that  such  member  shall 
be  notified  of,  and  be  given  an  opportunity  to 
defend  against,  such  charges;  that  a  record 
shall  be  kept;  and  that  the  determination 
shall  include  (A)  a  statement  setting  forth 
any  act  or  practice  in  which  such  member  may 
be  found  to  have  engaged,  or  which  such 
member  may  be  found  to  have  omitted,  (B) 
a  statement  setting  forth  the  specific  rule  or 
rules  of  the  association  of  which  any  such 
act  or  practice,  or  omission  to  act,  is  deemed 
to  be  in  violation,  (C)  a  statement  whether 
the  acts  or  practices  prohibited  by  such  rule 
or  rules,  or  the  omission  of  any  act  required 
thereby,  are  deemed  to  constitute  conduct 
inconsistent  with  just  and  equitable  principles 
of  trade,  and  (D)  a  statement  setting  forth 
the  penalty  imposed.  In  any  proceeding  to 
determine  whether  a  broker  or  dealer  shall  be 
denied  membership,  such  rules  shall  provide 
that  the  broker  or  dealer  shall  be  notified  of, 
and  be  given  an  opportunity  to  be  heard  upon, 
the  specific  grounds  for  denial  which  are 
under  consideration;  that  a  record  shall  be 
kept;  and  that  the  determination  shall  set 
forth  the  specific  grounds  upon  which  the 
denial  is  based ;  and 

(10)  the  requirements  of  subsection  (c), 
insofar  as  these  may  be  applicable,  are 
satisfied. 

(c)  The  Commission  may  permit  or  require  the 
rules  of  an  association  applying  for  registration 


pursuant  to  subsection  (b) ,  to  provide  for  the  ad¬ 
mission  of  an  association  registered  as  an  affiliated 
securities  association,  pursuant  to  subsection  (d), 
to  participation  in  said  applicant  association  as 
an  affiliate  thereof,  under  terms  permitting  such 
powers  and  responsibilities  to  such  affiliate,  and 
under  such  other  appropriate  terms  and  condi¬ 
tions,  as  may  be  provided  by  the  rules  of  said  ap¬ 
plicant  association,  if  such  rules  appear  to  the 
Commission  to  be  necessary  or  appropriate  in  the 
public  interest  or  for  the  protection  of  investors 
and  to  carry  out  the  purposes  of  this  section.  The 
duties  and  powers  of  the  Commission  with  respect 
to  any  national  securities  association  or  any  af¬ 
filiated  securities  association  shall  in  no  way  be 
limited  by  reason  of  any  such  affiliation. 

(d)  An  applicant  association  shall  not  be  reg¬ 
istered  as  an  affiliated  securities  association  unless 
it  appears  to  the  Commission  that — 

(1)  such  association,  notwithstanding  that 
it  does  not  satisfy  the  requirements  set  forth 
in  paragraph  (1)  of  subsection  (b),  will, 
forthwith  upon  the  registration  thereof,  be 
admitted  to  affiliation  with  an  association 
registered  as  a  national  securities  association 
pursuant  to  said  subsection  (b),  in  the  man¬ 
ner  and  under  the  terms  and  conditions  pro¬ 
vided  by  the  rules  of  said  national  securities 
association  in  accordance  with  subsection  (c)  ; 
and 

(2)  such  association  and  its  rules  satisfy 
the  requirements  set  forth  in  paragraphs  (2) 
to  (9),  inclusive,  of  subsection  (b)  ;  except 
that  in  the  case  of  any  such  association  any 
restrictions  upon  membership  therein  of  the 
type  authorized  by  paragraph  (3)  of  subsec¬ 
tion  (b)  shall  not  be  less  stringent  than  in 
the  case  of  the  national  securities  association 
with  which  such  association  is  to  be  affiliated. 

(e)  Upon  the  filing  of  an  application  for  regis¬ 
tration  pursuant  to  subsection  (b)  or  subsection 
(d),  the  Commission  shall  by  order  grant  such 
registration  if  the  requirements  of  this  section  are 
satisfied.  If,  after  appropriate  notice  and  oppor¬ 
tunity  for  hearing,  it  appears  to  the  Commission 
that  any  requirement  of  this  section  is  not  satisfied, 
the  Commission  shall  by  order  deny  such  registra¬ 
tion.  If  any  association  granted  registration  as 
an  affiliated  securities  association  pursuant  to  sub¬ 
section  (d)  shall  fail  to  be  admitted  promptly 
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thereafter  to  affiliation  with  a  registered  national 
securities  association,  the  Commission  shall  revoke 
the  registration  of  such  affiliated  securities 
association. 

(f)  A  registered  securities  association  (whether 
national  or  affiliated)  may,  upon  such  reasonable 
notice  as  the  Commission  may  deem  necessary  in 
the  public  interest  or  for  the  protection  of  inves¬ 
tors,  withdraw  from  registration  by  filing  with 
the  Commission  a  written  notice  of  withdrawal 
in  such  form  as  the  Commission  may  by  rules  and 
regulations  prescribe.  Upon  the  withdrawal  of  a 
national  securities  association  from  registration, 
the  registration  of  any  association  affiliated  there¬ 
with  shall  automatically  terminate. 

(g)  If  any  registered  securities  association 
(whether  national  or  affiliated)  shall  take  any  dis¬ 
ciplinary  action  against  any  member  thereof,  or 
shall  deny  admission  to  any  broker  or  dealer  seek¬ 
ing  membership  therein,  such  action  shall  be  sub¬ 
ject  to  review  by  the  Commission,  on  its  own  mo¬ 
tion,  or  upon  application  by  any  person  aggrieved 
thereby  filed  within  sixty  days  after  such  action 
has  been  taken  or  within  such  longer  period  as 
the  Commission  may  determine.  Application  to 
the  Commission  for  review,  or  the  institution  of 
review  by  the  Commission  on  its  own  motion,  shall 
operate  as  a  stay  of  such  action  until  an  order  is 
issued  upon  such  review  pursuant  to  subsec¬ 
tion  (h). 

(h)  (1)  In  a  proceeding  to  review  disciplinary 
action  taken  by  a  registered  securities  association 
against  a  member  thereof,  if  the  Commission,  after 
appropriate  notice  and  opportunity  for  hearing, 
upon  consideration  of  the  record  before  the  asso¬ 
ciation  and  such  other  evidence  as  it  may  deem 
relevant,  shall  (A)  find  that  such  member  has 
engaged  in  such  acts  or  practices,  or  has  omitted 
such  act,  as  the  association  has  found  him  to  have 
engaged  in  or  omitted,  and  (B)  shall  determine 
that  such  acts  or  practices,  or  omission  to  act,  are 
in  violation  of  such  rules  of  the  association  as  have 
been  designated  in  the  determination  of  the  asso¬ 
ciation,  the  Commission  shall  by  order  dismiss  the 
proceeding,  unless  it  appears  to  the  Commission 
that  such  action  should  be  modified  in  accordance 
with  paragraph  (2)  of  this  subsection.  The  Com¬ 
mission  shall  likewise  determine  whether  the  acts 
or  practices  prohibited,  or  the  omission  of  any  act 
required,  by  any  such  rule  constitute  conduct  in¬ 


consistent  with  just  and  equitable  principles  of 
trade,  and  shall  so  declare.  If  it  appears  to  the 
Commission  that  the  evidence  does  not  warrant 
the  finding  required  in  clause  (A)  or  if  the  Com¬ 
mission  shall  determine  that  such  acts  or  practices 
as  are  found  to  have  been  engaged  in  are  not  pro¬ 
hibited  by  the  designated  rule  or  rules  of  the  asso¬ 
ciation,  or  that  such  act  as  is  found  to  have  been 
omitted  is  not  required  by  such  designated  rule 
or  rules,  the  Commission  shall  by  order  set  aside 
the  action  of  the  association. 

(2)  If,  after  appropriate  notice  and  oppor¬ 
tunity  for  hearing,  the  Commission  finds  that  any 
penalty  imposed  upon  a  member  is  excessive  or 
oppressive,  having  due  regard  to  the  public  inter¬ 
est,  the  Commission  shall  by  order  cancel,  reduce, 
or  require  the  remission  of  such  penalty. 

(3)  In  any  proceeding  to  review  the  denial  of 
membership  in  a  registered  securities  association, 
if  the  Commission,  after  appropriate  notice  and 
hearing,  and  upon  consideration  of  the  record  be¬ 
fore  the  association  and  such  other  evidence  as  it 
may  deem  relevant,  shall  determine  that  the 
specific  grounds  on  which  such  denial  is  based 
exist  in  fact  and  are  valid  under  this  section,  the 
Commission  shall  by  order  dismiss  the  proceeding ; 
otherwise,  the  Commission  shall  by  order  set  aside 
the  action  of  the  association  and  require  it  to  admit 
the  applicant  broker  or  dealer  to  membership 
therein. 

(1)  (1)  The  rules  of  a  registered  securities 
association  may  provide  that  no  member  thereof 
shall  deal  with  any  nonmember  broker  or  dealer 
(as  defined  in  paragraph  (2)  of  this  subsection) 
except  at  the  same  prices,  for  the  same  commis¬ 
sions  or  fees,  and  on  the  same  terms  and  conditions 
as  are  by  such  member  accorded  to  the  general 
public. 

(2)  For  the  purposes  of  this  subsection,  the 
term  “nonmember  broker  or  dealer”  shall  include 
any  broker  or  dealer  who  makes  use  of  the  mails  or 
of  any  means  or  instrumentality  of  interstate  com¬ 
merce  to  effect  any  transaction  in,  or  to  induce  the 
purchase  or  sale  of,  any  security  otherwise  than 
on  a  national  securities  exchange,  who  is  not  a 
member  of  any  registered  securities  association, 
except  a  broker  or  dealer  who  deals  exclusively  in 
commercial  paper,  bankers’  acceptances,  or  com¬ 
mercial  bills. 
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(3)  Nothing  in  this  subsection  shall  be  so  con¬ 
strued  or  applied  as  to.  prevent  any  member  of  a 
registered  securities  association  from  granting  to 
any  other  member  of  any  registered  securities 
association  any  dealer’s  discount,  allowance,  com¬ 
mission,  or  special  terms. 

(j)  Every  registered  securities  association  shall 
file  with  the  Commission  in  accordance  with  such 
rules  and  regulations  as  the  Commission  may  pre¬ 
scribe  as  necessary  or  appropriate  in  the  public 
interest  or  for  the  protection  of  investors,  copies 
of  any  changes  in  or  additions  to  the  rules  of  the 
association,  and  such  other  information  and  docu¬ 
ments  as  the  Commission  may  require  to  keep  cur¬ 
rent  or  to  supplement  the  registration  statement 
and  documents  filed  pursuant  to  subsection  (a). 
Any  change  in  or  addition  to  the  rules  of  a  regis¬ 
tered  securities  association  shall  take  effect  upon 
the  thirtieth  day  after  the  filing  of  a  copy  thereof 
with  the  Commission,  or  upon  such  earlier  date 
as  the  Commission  may  determine,  unless  the  Com¬ 
mission  shall  enter  an  order  disapproving  such 
change  or  addition;  and  the  Commission  shall 
enter  such  an  order  unless  such  change  or  addition 
appears  to  the  Commission  to  be  consistent  with 
the  requirements  of  subsection  (b)  and  subsec¬ 
tion  (d). 

(k)  (1)  The  Commission  is  authorized  by  order 
to  abrogate  any  rule  of  a  registered  securities  as¬ 
sociation,  if  after  appropriate  notice  and  oppor¬ 
tunity  for  hearing,  it  appears  to  the  Commission 
that  such  abrogation  is  necessary  or  appropriate 
to  assure  fair  dealing  by  the  members  of  such  as¬ 
sociation,  to  assure  a  fair  representation  of  its 
members  in  the  administration  of  its  affairs  or 
otherwise  to  protect  investors  or  effectuate  the 
purposes  of  this  title. 

(2)  The  Commission  may  in  writing  request 
any  registered  securities  association  to  adopt  any 
specified  alteration  of  or  supplement  to  its  rules 
with  respect  to  any  of  the  matters  hereinafter 
enumerated.  If  such  association  fails  to  adopt 
such  alteration  or  supplement  within  a  reasonable 
time,  the  Commission  is  authorized  by  order  to 
alter  or  supplement  the  rules  of  such  association 
in  the  manner  theretofore  requested  if,  after  ap¬ 
propriate  notice  and  opportunity  for  hearing,  it 
appears  to  the  Commission  that  such  alteration 
or  supplement  is  necessary  or  appropriate  in  the 


public  interest  or  for  the  protection  of  investors 
or  to  effectuate  the  purposes  of  this  section,  with 
respect  to:  (1)  The  basis  for,  and  procedure  in 
connection  with,  the  denial  of  membership  or  the 
disciplining  of  members;  (2)  the  method  for 
adoption  of  any  change  in  or  addition  to  the  rules 
of  the  association;  (3)  the  method  of  choosing 
officers  and  directors;  and  (4)  affiliation  between 
registered  securities  associations. 

(1)  The  Commission  is  authorized,  if  such  ac¬ 
tion  appears  to  it  to  be  necessary  or  appropriate 
in  the  public  interest  or  for  the  protection  of  in¬ 
vestors  or  to  carry  out  the  purposes  of  this  sec¬ 
tion — 

(1)  after  appropriate  notice  and  oppor¬ 
tunity  for  hearing,  by  order  to  suspend  for  a 
period  not  exceeding  12  months  or  to  revoke 
the  registration  of  a  registered  securities  as¬ 
sociation,  if  the  Commission  finds  that  such 
association  has  violated  any  provision  of  this 
title  or  any  rule  or  regulation  thereunder,  or 
has  failed  to  enforce  compliance  with  its  own 
rules,  or  has  engaged  in  any  other  activity 
tending  to  defeat  the  purposes  of  this  section ; 

(2)  after  appropriate  notice  and  opportu¬ 
nity  for  hearing,  by  order  to  suspend  for  a  pe¬ 
riod  not  exceeding  12  months  or  to  expel  from 
a  registered  securities  association  any  member 
thereof  who  the  Commission  finds  (A)  has 
violated  any  provision  of  this  title  or  any 
rule  or  regulation  thereunder,  or  has  effected 
any  transaction  for  any  other  person  who,  he 
had  reason  to  believe,  was  violating  with  re¬ 
spect  to  such  transaction  any  provision  of  this 
title  or  any  rule  or  regulation  thereunder,  or 
(B)  has  willfully  violated  any  provision  of 
the  Securities  Act  of  1933,  as  amended,  or  of 
any  rule  or  regulation  thereunder,  or  has  ef¬ 
fected  any  transaction  for  any  other  person 
who,  he  had  reason  to  believe,  was  willfully 
violating  with  respect  to  such  transaction  any 
provision  of  such  Act  or  rule  or  regulation; 

(3)  after  appropriate  notice  and  oppor¬ 
tunity  for  hearing,  by  order  to  remove  from 
office  any  officer  or  director  of  a  registered  se¬ 
curities  association  who,  the  Commission 
finds,  has  willfully  failed  to  enforce  the  rules 
of  the  association,  or  has  willfully  abused  his 
authority. 
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(m)  Nothing  in  this  section  shall  be  construed 
to  apply  with  respect  to  any  transaction  by  a 
broker  or  dealer  in  any  exempted  security. 

(n)  If  any  provision  of  this  section  is  in  con¬ 
flict  with  any  provision  of  any  law  of  the  United 
States  in  force  on  the  date  this  section  takes  effect, 
the  provision  of  this  section  shall  prevail.1 

Directors,  Officers,  and  Principal  Stockholders 

Section  16.  (a)  Every  person  who  is  directly  or 
indirectly  the  beneficial  owner  of  more  than  10  per 
centum  of  any  class  of  any  equity  security  (other 
than  an  exempted  security)  which  is  registered  on 
a  national  securities  exchange,  or  who  is  a  director 
or  an  officer  of  the  issuer  of  such  security,  shall 
file,  at  the  time  of  the  registration  of  such  security 
or  within  ten  days  after  he  becomes  such  beneficial 
owner,  director,  or  officer,  a  statement  with  the 
exchange  (and  a  duplicate  original  thereof  with 
the  Commission)  of  the  amount  of  all  equity  se¬ 
curities  of  such  issuer  of  which  he  is  the  beneficial 
owner,  and  within  ten  days  after  the  close  of  each 
calendar  month  thereafter,  if  there  has  been  any 
change  in  such  ownership  during  such  month,  shall 
file  with  the  exchange  a  statement  (and  a  dupli¬ 
cate  original  thereof  with  the  Commission)  indi¬ 
cating  his  ownership  at  the  close  of  the  calendar 
month  and  such  changes  in  his  ownership  as  have 
occurred  during  such  calendar  month. 

(b)  For  the  purpose  of  preventing  the  unfair 
use  of  information  which  may  have  been  obtained 
by  such  beneficial  owner,  director,  or  officer  by 
reason  of  his  relationship  to  the  issuer,  any  profit 
realized  by  him  from  any  purchase  and  sale,  or 
any  sale  and  purchase,  of  any  equity  security  of 
such  issuer  (other  than  an  exempted  security) 
within  any  period  of  less  than  six  months,  unless 
such  security  was  acquired  in  good  faith  in  con¬ 
nection  with  a  debt  previously  contracted,  shall 
inure  to  and  be  recoverable  by  the  issuer,  irrespec¬ 
tive  of  any  intention  on  the  part  of  such  beneficial 
owner,  director,  or  officer  in  entering  into  such 
transaction  of  holding  the  security  purchased  or 
of  not  repurchasing  the  security  sold  for  a  period 
exceeding  six  months.  Suit  to  recover  such  profit 
may  be  instituted  at  law  or  in  equity  in  any  court 
of  competent  jurisdiction  by  the  issuer,  or  by  the 
owner  of  any  security  of  the  issuer  in  the  name  and 
in  behalf  of  the  issuer  if  the  issuer  shall  fail  or 

1  Section  15A  was  added  by  Public  No.  719,  75th  Cong.,  (52 
Stat.  1070). 


refuse  to  bring  such  suit  within  sixty  days  after 
request  or  shall  fail  diligentty  to  prosecute  the 
same  thereafter ;  but  no  such  suit  shall  be  brought 
more  than  two  years  after  the  date  such  profit  was 
realized.  This  subsection  shall  not  be  construed 
to  cover  any  transaction  where  such  beneficial 
owner  was  not  such  both  at  the  time  of  the  pur¬ 
chase  and  sale,  or  the  sale  and  purchase,  of  the 
security  involved,  or  any  transaction  or  transac¬ 
tions  which  the  Commission  by  rules  and  regula¬ 
tions  may  exempt  as  not  comprehended  within 
the  purpose  of  this  subsection. 

(c)  It  shall  be  unlawful  for  any  such  beneficial 
owner,  director,  or  officer,  directly  or  indirectly, 
to  sell  any  equity  security  of  such  issuer  (other 
than  an  exempted  security),  if  the  person  selling 
the  security  or  his  principal  (1)  does  not  own  the 
security  sold,  or  (2)  if  owning  the  security,  does 
not  deliver  it  against  such  sale  within  twenty  days 
thereafter,  or  does  not  within  five  days  after  such 
sale  deposit  it  in  the  mails  or  other  usual  channels 
of  transportation ;  but  no  person  shall  be  deemed 
to  have  violated  this  subsection  if  he  proves  that 
notwithstanding  the  exercise  of  good  faith  he  was 
unable  to  make  such  delivery  or  deposit  within 
such  time,  or  that  to  do  so  would  cause  undue  in¬ 
convenience  or  expense. 

(d)  The  provisions  of  this  section  shall  not 
apply  to  foreign  or  domestic  arbitrage  transac¬ 
tions  unless  made  in  contravention  of  such  rules 
and  regulations  as  the  Commission  may  adopt  in 
order  to  carry  out  the  purposes  of  this  section. 

Accounts  and  Records,  Reports,  Examinations 
of  Exchanges,  Members,  and  Others 

Section  17.  (a)  Every  national  securities  ex¬ 
change,  every  member  thereof,  every  broker  or 
dealer  who  transacts  a  business  in  securities 
through  the  medium  of  any  such  member,  every 
registered  securities  association,2  and  every 
broker  or  dealer  registered  pursuant  to  section  15 
of  this  title,3  shall  make,  keep,  and  preserve  for 


2  Section  5  of  Public  No.  719,  75th  Cong.,  (52  Stat.  1070. 
added  “every  registered  securities  association.” 

2  Section  4  of  Public  No.  621,  74th  Cong.,  (49  Stat.  137!)). 
substituted  “every  broker  or  dealer  registered  pursuant  to  sec¬ 
tion  15  of  this  title”  for  “every  broker  or  dealer  making  or 

creating  a  market  for  both  the  purchase  and  sale  of  securities 
through  the  use  of  the  mails  or  of  any  means  or  instrumentality 
of  interstate  commerce,”  which  was  deleted  by  that  amendment. 


22 


SECURITIES  AND  EXCHANGE  COMMISSION 


such  periods,  such  accounts,  correspondence, 
memoranda,  papers,  books,  and  other  records,  and 
make  such  reports,  as  the  Commission  by  its  rules 
and  regulations  may  prescribe  as  necessary  or 
appropriate  in  the  public  interest  or  for  the  pro¬ 
tection  of  investors.  Such  accounts,  correspond¬ 
ence,  memoranda,  papers,  books,  and  other  records 
shall  be  subject  at  any  time  or  from  time  to  time 
to  such  reasonable  periodic,  special,  or  other  ex¬ 
aminations  by  examiners  or  other  representatives 
of  the  Commission  as  the  Commission  may  deem 
necessary  or  appropriate  in  the  public  interest  or 
for  the  protection  of  investors. 

(b)  Any  broker,  dealer,  or  other  person  extend¬ 
ing  credit  who  is  subject  to  the  rules  and  regula¬ 
tions  prescribed  by  the  Board  of  Governors  of  the 
Federal  Reserve  System  pursuant  to  this  title 
shall  make  such  reports  to  the  Board  as  it  may 
require  as  necessary  or  appropriate  to  enable  it 
to  perform  the  functions  conferred  upon  it  by 
this  title.  If  any  such  broker,  dealer,  or  other 
person  shall  fail  to  make  any  such  report  or  fail 
to  furnish  full  information  therein,  or,  if  in  the 
judgment  of  the  Board  it  is  otherwise  necessary, 
such  broker,  dealer,  or  other  person  shall  permit 
such  inspections  to  be  made  by  the  Board  with 
respect  to  the  business  operations  of  such  broker, 
dealer,  or  other  person  as  the  Board  may  deem 
necessary  to  enable  it  to  obtain  the  required 
information. 

Liability  for  Misleading  Statements 

Section  18.  (a)  Any  person  who  shall  make 
or  cause  to  be  made  any  statement  in  any  applica¬ 
tion,  report,  or  document  filed  pursuant  to  this 
title  or  any  rule  or  regulation  thereunder  or  any 
undertaking  contained  in  a  registration  statement 
as  provided  in  subsection  (d)  of  section  15  of  this 
title,1  which  statement  was  at  the  time  and  in  the 
light  of  the  circumstances  under  which  it  was 
made  false  or  misleading  with  respect  to  any  ma¬ 
terial  fact,  shall  be  liable  to  any  person  (not  know¬ 
ing  that  such  statement  was  false  or  misleading) 
who,  in  reliance  upon  such  statement,  shall  have 
purchased  or  sold  a  security  at  a  price  which  was 
affected  by  such  statement,  for  damages  caused  by 
such  reliance,  unless  the  person  sued  shall  prove 
that  he  acted  in  good  faith  and  had  no  knowledge 

1  Section  5  of  Public  No.  621,  74th  Cong.,  (49  Stat.  1379), 
added  “or  any  undertaking  contained  in  a  registration  statement 
as  provided  in  subsection  (d)  of  section  15  of  this  title.” 


that  such  statement  was  false  or  misleading.  A 
person  seeking  to  enforce  such  liability  may  sue 
at  law  or  in  equity  in  any  court  of  competent  jur¬ 
isdiction.  In  any  such  suit  the  court  may,  in  its 
discretion,  require  an  undertaking  for  the  pay¬ 
ment  of  the  costs  of  such  suit,  and  assess  reason¬ 
able  costs,  including  reasonable  attorneys’  fees, 
against  either  party  litigant. 

(b)  Every  person  who  becomes  liable  to  make 
payment  under  this  section  may  recover  contribu¬ 
tion  as  in  cases  of  contract  from  any  person  who, 
if  joined  in  the  original  suit,  would  have  been 
liable  to  make  the  same  payment. 

(c)  No  action  shall  be  maintained  to  enforce 
any  liability  created  under  this  section  unless 
brought  within  one  year  after  the  discovery  of 
the  facts  constituting  the  cause  of  action  and 
within  three  years  after  such  cause  of  action  ac¬ 
crued. 

Powers  With  Respect  to  Exchanges 
and  Securities 

Section  19.  (a)  The  Commission  is  authorized, 
if  in  its  opinion  such  action  is  necessary  or  ap¬ 
propriate  for  the  protection  of  investors — 

(1)  After  appropriate  notice  and  opportunity 
for  hearing,  by  order  to  suspend  for  a  period  not 
exceeding  twelve  months  or  to  withdraw  the  reg¬ 
istration  of  a  national  securities  exchange  if  the 
Commission  finds  that  such  exchange  has  violated 
any  provision  of  this  title  or  of  the  rules  and 
regulations  thereunder  or  has  failed  to  enforce,  so 
far  as  is  within  its  power,  compliance  therewith 
by  a  member  or  by  an  issuer  of  a  security  regis¬ 
tered  thereon. 

(2)  After  appropriate  notice  and  opportunity 
for  hearing,  by  order  to  deny,  to  suspend  the  ef¬ 
fective  date  of,  to  suspend  for  a  period  not  ex¬ 
ceeding  twelve  months,  or  to  withdraw,  the  regis¬ 
tration  of  a  security  if  the  Commission  finds  that 
the  issuer  of  such  security  has  failed  to  comply 
with  any  provision  of  this  title  or  the  rules  and 
regulations  thereunder. 

(3)  After  appropriate  notice  and  opportunity 
for  hearing,  by  order  to  suspend  for  a  period  not 
exceeding  twelve  months  or  to  expel  from  a  na¬ 
tional  securities  exchange  any  member  or  officer 
thereof  whom  the  Commission  finds  has  violated 
any  provision  of  this  title  or  the  rules  and  regula¬ 
tions  thereunder,  or  lias  effected  any  transaction 


SECURITIES  EXCHANGE  ACT  OF  193  4 


23 


for  any  other  person  who,  he  has  reason  to  be¬ 
lieve,  is  violating  in  respect  of  such  transaction 
any  provision  of  this  title  or  the  "rules  and  regula¬ 
tions  thereunder. 

(4)  And  if  in  its  opinion  the  public  interest 
so  requires,  summarily  to  suspend  trading  in  any 
registered  security  on  any  national  securities  ex¬ 
change  for  a  period  not  exceeding  ten  days,  or 
with  the  approval  of  the  President,  summarily  to 
suspend  all  trading  on  any  national  securities  ex¬ 
change  for  a  period  not  exceeding  ninety  days. 

(b)  The  Commission  is  further  authorized,  if 
after  making  appropriate  request  in  writing  to  a 
national  securities  exchange  that  such  exchange 
effect  on  its  own  behalf  specified  changes  in  its 
rules  and  practices,  and  after  appropriate  notice 
and  opportunity  for  hearing,  the  Commission  de¬ 
termines  that  such  exchange  has  not  made  the 
changes  so  requested,  and  that  such  changes  are 
necessary  or  appropriate  for  the  protection  of 
investors  or  to  insure  fair  dealing  in  securities 
traded  in  upon  such  exchange  or  to  insure  fair 
administration  of  such  exchange,  by  rules  or  regu¬ 
lations  or  by  order  to  alter  or  supplement  the 
rules  of  such  exchange  (insofar  as  necessary  or 
appropriate  to  effect  such  changes)  in  respect  of 
such  matters  as  (1)  safeguards  in  respect  of  the 
financial  responsibility  of  members  and  adequate 
provision  against  the  evasion  of  financial  responsi¬ 
bility  through  the  use  of  corporate  forms  or  special 
partnerships;  (2)  the  limitation  or  prohibition  of 
the  registration  or  trading  in  any  security  within 
a  specified  period  after  the  issuance  or  primary 
distribution  thereof;  (3)  the  listing  or  striking 
from  listing  of  any  security;  (4)  hours  of  trad¬ 
ing;  (5)  the  manner,  method,  and  place  of  solicit¬ 
ing  business;  (6)  fictitious  or  numbered  accounts; 

(7)  the  time  and  method  of  making  settlements, 
payments,  and  deliveries  and  of  closing  accounts ; 

(8)  the  reporting  of  transactions  on  the  exchange 
and  upon  tickers  maintained  by  or  with  the  con¬ 
sent  of  the  exchange,  including  the  method  of  re¬ 
porting  short  sales,  stopped  sales,  sales  of  securi¬ 
ties  of  issuers  in  default,  bankruptcy  or  receiver¬ 
ship,  and  sales  involving  other  special  circum¬ 
stances;  (9)  the  fixing  of  reasonable  rates  of  com¬ 
mission,  interest,  listing,  and  other  charges;  (10) 
minimum  units  of  trading;  (11)  odd-lot  pur¬ 
chases  and  sales;  (12)  minimum  deposits  on  mar¬ 
gin  accounts;  and  (13)  similar  matters. 


(c)  The  Commission  is  authorized  and  directed 
to  make  a  study  and  investigation  of  the  rules  of 
national  securities  exchanges  with  respect  to  the 
classification  of  members,  the  methods  of  election 
of  officers  and  committees  to  insure  a  fair  repre¬ 
sentation  of  the  membership,  and  the  suspension, 
expulsion,  and  disciplining  of  members  of  such 
exchanges.  The  Commission  shall  report  to  the 
Congress  on  or  before  January  3,  1935,  the  results 
of  its  investigation,  together  with  its  recommenda¬ 
tions. 

Liabilities  of  Controlling  Persons 

Section  20.  (a)  Every  person  who,  directly  or 
indirectly,  controls  any  person  liable  under  any 
provision  of  this  title  or  of  any  rule  or  regulation 
thereunder  shall  also  be  liable  jointly  and  sever¬ 
ally  with  and  to  the  same  extent  as  such  controlled 
person  to  any  person  to  whom  such  controlled 
person  is  liable,  unless  the  controlling  person 
acted  in  good  faith  and  did  not  directly  or  in¬ 
directly  induce  the  act  or  acts  constituting  the 
violation  or  cause  of  action. 

(b)  It  shall  be  unlawful  for  any  person,  di¬ 
rectly  or  indirectly,  to  do  any  act  or  thing  which 
it  would  be  unlawful  for  such  person  to  do  under 
the  provisions  of  this  title  or  any  rule  or  regula¬ 
tion  thereunder  through  or  by  means  of  any  other 
person. 

(c)  It  shall  be  unlawful  for  any  director  or  of¬ 
ficer  of,  or  any  owner  of  any  of  the  securities 
issued  by,  any  issuer  of  any  security  registered  on 
a  national  securities  exchange,  without  just  cause 
to  hinder,  delay,  or  obstruct  the  making  or  filing 
of  any  document,  report,  or  information,  required 
to  be  filed  under  this  title  or  any  rule  or  regula¬ 
tion  thereunder  or  any  undertaking  contained  in 
a  registration  statement  as  provided  in  subsection 

(d)  of  section  15  of  this  title.1 

Investigations;  Injunctions  and  Prosecution 

of  Offenses 

Section  21.  (a)  The  Commission  may,  in  its  dis¬ 
cretion,  make  such  investigations  as  it  deems  neces¬ 
sary  to  determine  whether  any  person  has 
violated  or  is  about  to  violate  any  provision  of 
this  title  or  any  rule  or  regulation  thereunder,  and 
may  require  or  permit  any  person  to  file  with  it  a 

1  Section  6  of  Public  No.  621,  74th  Cong.,  (49  Stat.  1379), 
added  “or  any  undertaking  contained  in  a  registration  statement 
as  provided  in  subsection  (d)  of  section  15  of  this  title.” 
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statement  in  writing,  under  oath  or  otherwise  as 
the  Commission  shall  determine,  as  to  all  the  facts 
and  circumstances  concerning  the  matter  to  be  in¬ 
vestigated.  The  Commission  is  authorized,  in  its 
discretion,  to  publish  information  concerning  any 
such  violations,  and  to  investigate  any  facts,  con¬ 
ditions,  practices,  or  matters  which  it  may  deem 
necessary  or  proper  to  aid  in  the  enforcement  of 
the  provisions  of  this  title,  in  the  prescribing  of 
rules  and  regulations  thereunder,  or  in  securing 
information  to  serve  as  a  basis  for  recommending 
further  legislation  concerning  the  matters  to  which 
this  title  relates. 

(b)  For  the  purpose  of  any  such  investigation, 
or  any  other  proceeding  under  this  title,  any  mem¬ 
ber  of  the  Commission  or  any  officer  designated  by 
it  is  empowered  to  administer  oaths  and  affirma¬ 
tions,  subpena  witnesses,  compel  their  attendance, 
take  evidence,  and  require  the  production  of  any 
books,  papers,  correspondence,  memoranda,  or 
other  records  which  the  Commission  deems  rele¬ 
vant  or  material  to  the  inquiry.  Such  attendance 
of  witnesses  and  the  production  of  an}'  such 
records  may  be  required  from  any  place  in  the 
United  States  or  any  State  at  any  designated  place 
of  bearing. 

(c)  In  case  of  contumacy  by,  or  refusal  to  obey 
a  subpena  issued  to,  any  person,  the  Commission 
may  invoke  the  aid  of  any  court  of  the  United 
States  within  the  jurisdiction  of  which  such  in¬ 
vestigation  or  proceeding  is  carried  on,  or  where 
such  person  resides  or  carries  on  business,  in  re¬ 
quiring  the  attendance  and  testimony  of  witnesses 
and  the  production  of  books,  papers,  correspond¬ 
ence,  memoranda,  and  other  records.  And  such 
court  may  issue  an  order  requiring  such  person  to 
appear  before  the  Commission  or  member  or  of¬ 
ficer  designated  by  the  Commission,  there  to  pro¬ 
duce  records,  if  so  ordered,  or  to  give  testimony 
touching  the  matter  under  investigation  or  in 
question;  and  any  failure  to  obey  such  order  of 
the  court  may  be  punished  by  such  court  as  a  con¬ 
tempt  thereof.  All  process  in  any  such  case  may 
be  served  in  the  judicial  district  whereof  such 
person  is  an  inhabitant  or  wherever  he  may  be 
found.  Any  person  who  shall,  without  just  cause, 
fail  or  refuse  to  attend  and  testify  or  to  answer 
any  lawful  inquiry  or  to  produce  books,  papers, 
correspondence,  memoranda,  and  other  records,  if 
in  his  power  so  to  do,  in  obedience  to  the  subpena 


of  the  Commission,  shall  be  guilty  of  a  misde¬ 
meanor  and,  upon  conviction,  shall  be  subject  to 
a  fine  of  not  more  than  $1,000  or  to  imprisonment 
for  a  term  of  not  more  than  one  year,  or  both. 

(d)  No  person  shall  be  excused  from  attending 
and  testifying  or  from  producing  books,  papers, 
contracts,  agreements,  and  other  records  and  docu¬ 
ments  before  the  Commission,  or  in  obedience  to 
the  subpena  of  the  Commission  or  any  member 
thereof  or  any  officer  designated  by  it,  or  in  any 
cause  or  proceeding  instituted  by  the  Commission, 
on  the  ground  that  the  testimony  or  evidence, 
documentary  or  otherwise  required  of  him  may 
tend  to  incriminate  him  or  subject  him  to  a  penalty 
or  forfeiture;  but  no  individual  shall  be  prose¬ 
cuted  or  subject  to  any  penalty  or  forfeiture  for 
or  on  account  of  any  transaction,  matter,  or  thing 
concerning  which  he  is  compelled,  after  having 
claimed  his  privilege  against  self-incrimination,  to 
testify  or  produce  evidence,  documentary  or  other¬ 
wise  except  that  such  individual  so  testifying  shall 
not  be  exempt  from  prosecution  and  punishment 
for  perjury  committed  in  so  testifying. 

(e)  Whenever  it  shall  appear  to  the  Commis¬ 
sion  that  any  person  is  engaged  or  about  to  engage 
in  any  acts  or  practices  which  constitute  or  will 
constitute  a  violation  of  the  provisions  of  this  title, 
or  of  any  rule  or  regulation  thereunder,  it  may  in 
its  discretion  bring  an  action  in  the  proper  district 
court  of  the  United  States,  the  United  States  Dis¬ 
trict  Court  for  1  the  District  of  Columbia,  or  the 
United  States  courts  of  any  Territory  or  other 
place  subject  to  the  jurisdiction  of  the  United 
States,  to  enjoin  such  acts  or  practices,  and  upon 
a  proper  showing  a  permanent  or  temporary  in¬ 
junction  or  restraining  order  shall  be  granted 
without  bond.  The  Commission  may  transmit 
such  evidence  as  may  be  available  concerning  such 
acts  or  practices  to  the  Attorney  General,  who 
may,  in  his  discretion,  institute  the  necessary 
criminal  proceedings  under  this  title. 

(f)  Upon  application  of  the  Commission  the 
district  courts  of  the  United  States,  the  United 
States  District  Court  for 1  the  District  of  Colum¬ 
bia,  and  the  United  States  courts  of  any  Territory 
or  other  place  subject  to  the  jurisdiction  of  the 
United  States,  shall  also  have  jurisdiction  to  issue 

1  Section  127  of  Public  »No.  72,  8lst  Cong.,  approved  May  24, 
1949,  (G3  Stat.  107),  substituted  “United  States  District  Court 
for  the  District  of  Columbia”  for  “Supreme  Court  of  the  District 
of  Columbia”  in  subsections  (e)  and  (f). 
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writs  of  mandamus  commanding  any  person  to 
comply  with  the  provisions  of  this  title  or  any 
order  of  the  Commision  made  in  pursuance  thereof 
or  with  any  undertaking  contained  in  a  registra¬ 
tion  statement  as  provided  in  subsection  (d)  of 
section  15  of  this  title.1 

Hearings  by  Commission 

Section  22.  Hearings  may  be  public  and  may 
be  held  before  the  Commission,  any  member  or 
members  thereof,  or  any  officer  or  officers  of  the 
Commission  designated  by  it,  and  appropriate 
records  thereof  shall  be  kept. 

Rules  and  Regulations;  Annual  Reports 

Section  23.  (a)  The  Commission  and  the  Board 
of  Governors  of  the  Federal  Reserve  System  shall 
each  have  power  to  make  such  rules  and  regula¬ 
tions  as  may  be  necessary  for  the  execution  of 
the  functions  vested  in  them  by  this  title,  and  may 
for  such  purpose  classify  issuers,  securities,  ex¬ 
changes,  and  other  persons  or  matters  within  their 
respective  jurisdictions.  No  provision  of  this  title 
imposing  any  liability  shall  apply  to  any  act  done 
or  omitted  in  good  faith  in  conformity  with  any 
rule  or  regulation  of  the  Commission  or  the  Board 
of  Governors  of  the  Federal  Reserve  System,  not¬ 
withstanding  that  such  rule  or  regulation  may, 
after  such  act  or  omission,  be  amended  or  re¬ 
scinded  or  be  determined  by  judicial  or  other  au¬ 
thority  to  be  invalid  for  any  reason.2 

(b)  The  Commission  and  the  Board  of  Gover¬ 
nors  of  the  Federal  Reserve  System,  respectively, 
shall  include  in  their  annual  reports  to  Congress 
such  information,  data,  and  recommendation  for 
further  legislation  as  they  may  deem  advisable 
with  regard  to  matters  within  their  respective 
jurisdictions  under  this  title. 

1  Section  7  of  Public  No.  621,  74th  Cong.,  (49  Stat.  1379), 
added  “or  any  undertaking  contained  in  a  registration  statement 
as  provided  in  subsection  (d)  of  section  15  of  this  title.” 

2  Subsection  (a)  was  amended  by  section  8  of  Public  No.  621, 
74th  Cong.  Prior  to  such  amendment  subsection  (a)  read  as 
follows : 

(a)  The  Commission  and  the  Federal  Reserve  Board  shall 
each  have  power  to  make  such  rules  and  regulations  as  may 
be  necessary  for  the  execution  of  the  functions  vested  in 
them  by  this  title,  and  may  for  such  purpose  classify  issuers, 
securities,  exchanges,  and  other  persons  or  matters  within 
their  respective  Jurisdictions. 


Information  Filed  With  the  Commission 

Section  24.  (a)  Nothing  in  this  title  shall  be 
construed  to  require,  or  to  authorize  the  Commis¬ 
sion  to  require,  the  revealing  of  trade  secrets  or 
processes  in  any  application,  report,  or  document 
filed  with  the  Commission  under  this  title. 

(b)  Any  person  filing  any  such  application,  re¬ 
port,  or  document  may  make  written  objection  to 
the  public  disclosure  of  information  contained 
therein,  stating  the  grounds  for  such  objection, 
and  the  Commission  is  authorized  to  hear  objec¬ 
tions  in  any  such  case  where  it  deems  it  advisable. 
The  Commission  may,  in  such  cases,  make  avail¬ 
able  to  the  public  the  information  contained  in 
any  such  application,  report,  or  document  only 
when  in  its  judgment  a  disclosure  of  such  infor¬ 
mation  is  in  the  public  interest ;  and  copies  of  in¬ 
formation  so  made  available  may  be  furnished  to 
any  person  at  such  reasonable  charge  and  under 
such  reasonable  limitations  as  the  Commission 
may  prescribe. 

(c)  It  shall  be  unlawful  for  any  member,  offi¬ 
cer,  or  employee  of  the  Commission  to  disclose  to 
any  person  other  than  a  member,  officer,  or  em¬ 
ployee  of  the  Commission,  or  to  use  for  personal 
benefit,  any'information  contained  in  any  applica¬ 
tion,  report,  or  document  filed  with  the  Commis¬ 
sion  which  is  not  made  available  to  the  public  pur¬ 
suant  to  subsection  (b)  of  this  section:  Provided , 
That  the  Commission  may  make  available  to  the 
Board  of  Governors  of  the  Federal  Reserve  Sys¬ 
tem  any  information  requested  by  the  Board  for 
the  purpose  of  enabling  it  to  perform  its  duties 
under  this  title. 

Court  Review  of  Orders 

Section  25.  (a)  Any  person  aggrieved  by  an 
order  issued  by  the  Commission  in  a  proceeding 
under  this  title  to  which  such  person  is  a  party 
may  obtain  a  review  of  such  order  in  the  Court  of 
Appeals 3  of  the  United  States,  within  any  circuit 
wherein  such  person  resides  or  has  his  principal 
place  of  business,  or  in  the  United  States  Court 
of  Appeals  for  the  District  of  Columbia,4  by  filing 
in  such  court,  within  sixty  days  after  the  entry  of 

3  Public  No.  72,  81st  Cong.,  (63  Stat.  107),  substituted  ‘‘Court 
of  Appeals”  for  “Circuit  Court  of  Appeals.” 

4  Public  No.  298,  73d  Cong.,  (48  Stat.  926),  changed  the  name 
of  the  “Court  of  Appeals  of  the  District  of  Columbia”  to  the 
“United  States  Court  of  Appeals  for  the  District  of  Columbia.” 
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such  order,  a  written  petition  praying  that  the 
order  of  the  Commission  be  modified  or  set  aside 
in  whole  or  in  part.  A  copy  of  such  petition  shall 
be  forthwith  transmitted  by  the  clerk  of  the  court 
to  any  member  of  the  Commission,  and  thereupon 
the  Commission  shall  file  in  the  court  the  record 
upon  which  the  order  complained  of  was  entered, 
as  provided  in  section  2112  of  title  28,  United 
States  Code.  Upon  the  filing  of  such  petition 
such  court,  shall  have  jurisdiction,  which  upon  the 
filing  of  the  record  shall  be  exclusive,  to  affirm, 
modify,  and  enforce  or  set  aside  such  order,  in 
whole  or  in  part.1  No  objection  to  the  order  of 
the  Commission  shall  be  considered  by  the  court 
unless  such  objection  shall  have  been  urged  before 
the  Commission.  The  finding  of  the  Commission 
as  to  the  facts,  if  supported  by  substantial  evi¬ 
dence,  shall  be  conclusive.  If  either  party  shall 
apply  to  the  court  for  leave  to  adduce  additional 
evidence,  and  shall  show  to  the  satisfaction  of  the 
court  that  such  additional  evidence  is  material 
and  that  there  were  reasonable  grounds  for  fail¬ 
ure  to  adduce  such  evidence  in  the  hearing  before 
the  Commission,  the  court  may  order  such  addi¬ 
tional  evidence  to  be  taken  before  the  Commission 
and  to  be  adduced  upon  the  hearing  in  such  man¬ 
ner  and  upon  such  terms  and  conditions  as  to  the 
court  may  seem  proper.  The  Commission  may 
modify  its  findings  as  to  the  facts,  by  reason  of 
the  additional  evidence  so  taken,  and  it  shall  file 
such  modified  or  new  findings,  which,  if  sup¬ 
ported  by  substantial  evidence,  shall  be  conclu¬ 
sive,  and  its  recommendation,  if  any,  for  the  mod¬ 
ification  or  setting  aside  of  the  original  order. 
The  judgment  and  decree  of  the  court,  affirming, 
modifying,  and  enforcing  or  setting  aside,  in 
whole  or  in  part,  any  such  order  of  the  Commis¬ 
sion,  shall  be  final,  subject  to  review  by  the  Su¬ 
preme  Court  of  the  United  States  upon  certiorari 
or  certification  as  provided  in  sections  239  and  240 
of  the  Judicial  Code,  as  amended  (U.  S.  C.,  title 
28,  secs.  346  and  347) . 

(b)  The  commencement  of  proceedings  under 
subsection  (a)  shall  not,  unless  specifically  or¬ 

1  Public  No.  85-791,  approved  Aug.  28,  1958,  (72  Stat.  945), 
amended  the  second  and  third  sentences  of  subsection  (a).  Prior 
to  amendment,  they  read :  “A  copy  of  such  petition  shall  be 
forthwith  served  upon  any  member  of  the  Commission,  and 
thereupon  the  Commission  shall  certify  and  file  in  the  court  a 

transcript  of  the  record  upon  which  the  order  complained  of 
was  entered.  Upon  the  filing  of  such  transcript  such  court  shall 
have  exclusive  jurisdiction  to  affirm,  modify,  and  enforce  or  set 
aside  such  order,  in  whole  or  in  part.” 


dered  by  the  court,  operate  as  a  stay  of  the  Com¬ 
mission’s  order. 

Unlawful  Representations 

Section  26.  No  action  or  failure  to  act  by  the 
Commission  or  the  Board  of  Governors  of  the 
Federal  Reserve  System,  in  the  administration 
of  this  title  shall  be  construed  to  mean  that  the 
particular  authority  has  in  any  way  passed 
upon  the  merits  of,  or  given  approval  to,  any 
security  or  any  transaction  or  transactions 
therein,  nor  shall  such  action  or  failure  to  act 
with  regard  to  any  statement  or  report  filed  with 
or  examined  by  such  authority  pursuant  to  this 
title  or  rules  and  regulations  thereunder,  be 
deemed  a  finding  by  such  authority  that  such 
statement  or  report  is  true  and  accurate  on  its 
face  or  that  it  is  not  false  or  misleading.  It  shall 
be  unlawful  to  make,  or  cause  to  be  made,  to  any 
prospective  purchaser  or  seller  of  a  security  any 
representation  that  any  such  action  or  failure  to 
act  by  any  such  authority  is  to  be  so  construed  or 
has  such  effect. 

Jurisdiction  of  Offenses  and  Suits 

Section  27.  The  district  courts  of  the  United 
States,  the  United  States  District  Court  for  the 
District  of  Columbia,2  and  the  United  States 
courts  of  any  Territory  or  other  place  subject 
to  the  jurisdiction  of  the  United  States  shall  have 
exclusive  jurisdiction  of  violations  of  this  title  or 
the  rules  and  regulations  thereunder,  and  of  all 
suits  in  equity  and  actions  at  law  brought  to  en¬ 
force  any  liability  or  duty  created  by  this  title  or 
the  rules  and  regulations  thereunder.  Any  crimi¬ 
nal  proceeding  may  be  brought  in  the  district 
wherein  any  act  or  transaction  constituting  the 
violation  occurred.  Any  suit  or  action  to  enforce 
any  liability  or  duly  created  by  this  title  or  rules 
and  regulations  thereunder,  or  enjoin  any  viola¬ 
tion  of  such  title  or  rules  and  regulations,  may  be 
brought  in  any  such  district  or  in  the  district 
wherein  the  defendant  is  found  or  is  an  inhabi¬ 
tant  or  transacts  business,  and  process  in  such 

a  Section  127  of  Public  No.  72,  81st  Cong.,  (63  9tat.  107),  sub¬ 
stituted  “United  States  District  Court  for  the  District  of  Co¬ 
lumbia”  for  “Supreme  Court  of  the  District  of  Columbia.” 
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cases  may  be  served  in  any  other  district  of  which 
the  defendant  is  an  inhabitant  or  wherever  the 
defendant  may  be  found.  Judgments  and  decrees 
so  rendered  shall  be  subject  to  review  as  provided 
in  sections  128  and  240  of  the  Judicial  Code,  as 
amended  (U.S.C.,  title  28,  secs.  225  and  347).  No 
costs  shall  be  assessed  for  or  against  the  Commis¬ 
sion  in  any  proceeding  under  this  title  brought  by 
or  against  it  in  the  Supreme  Court  or  such  other 
courts. 

Effect  on  Existing  Law 

Section  28.  (a)  The  rights  and  remedies  pro¬ 
vided  by  this  title  shall  be  in  addition  to  any  and 
all  other  rights  and  remedies  that  may  exist  at 
law  or  in  equity ;  but  no  person  permitted  to  main¬ 
tain  a  suit  for  damages  under  the  provisions  of 
this  title  shall  recover,  through  satisfaction  of 
judgment  in  one  or  more  actions,  a  total  amount 
in  excess  of  his  actual  damages  on  account  of  the 
act  complained  of.  Nothing  in  this  title  shall  af¬ 
fect  the  jurisdiction  of  the  securities  commission 
(or  any  agency  or  officer  performing  like  func¬ 
tions)  of  any  State  over  any  security  or  any  per¬ 
son  insofar  as  it  does  not  conflict  with  the  provi¬ 
sions  of  this  title  or  the  rules  and  regulations 
thereunder. 

(b)  Nothing  in  this  title  shall  be  construed  to 
modify  existing  law  (1)  with  regard  to  the  bind¬ 
ing  effect  on  any  member  of  any  exchange  of  any 
action  taken  by  the  authorities  of  such  exchange 
to  settle  disputes  between  its  members,  or  (2) 
with  regard  to  the  binding  effect  of  such  action 
on  any  person  who  has  agreed  to  be  bound  thereby, 
or  (3)  with  regard  to  the  binding  effect  on  any 
such  member  of  any  disciplinary  action  taken  by 
the  authorities  of  the  exchange  as  a  result  of  vio¬ 
lation  of  any  rule  of  the  exchange,  insofar  as  the 
action  taken  is  not  inconsistent  with  the  pro¬ 
visions  of  this  title  or  the  rules  and  regulations 
thereunder. 

Validity  of  Contracts 

Section  29.  (a)  Any  condition,  stipulation,  or 
provision  binding  any  person  to  waive  compli¬ 
ance  with  any  provision  of  this  title  or  of  any 
rule  or  regulation  thereunder,  or  of  any  rule  of 
an  exchange  required  thereby  shall  be  void. 

(b)  Every  contract  made  in  violation  of  any 
provision  of  this  title  or  of  any  rule  or  regulation 


thereunder,  and  every  contract  (including  any 
contract  for  listing  a  security  on  an  exchange) 
heretofore  or  hereafter  made  the  performance  of 
which  involves  the  violation  of,  or  the  continu¬ 
ance  of  any  relationship  or  practice  in  violation 
of,  any  provision  of  this  title  or  any  rule  or  regu¬ 
lation  thereunder,  shall  be  void  (1)  as  regards 
the  rights  of  any  person  who,  in  violation  of  any 
such  provision,  rule,  or  regulation,  shall  have 
made  or  engaged  in  the  performance  of  any  such 
contract,  and  (2)  as  regards  the  rights  of  any 
person  who,  not  being  a  party  to  such  contract, 
shall  have  acquired  any  right  thereunder  with 
actual  knowledge  of  the  facts  by  reason  of  which 
the  making  or  performance  of  such  contract  was 
in  violation  of  any  such  provision,  rule,  or  regu¬ 
lation:  Provided ,  (A)  That  no  contract  shall  be 
void  by  reason  of  this  subsection  because  of  any 
violation  of  any  rule  or  regulation  prescribed 
pursuant  to  paragraph  (2)  or  (3)  of  subsection 
(c)  of  section  15  of  this  title,  and  (B)  that  no 
contract  shall  be  deemed  to  be  void  by  reason  of 
this  subsection  in  any  action  maintained  in  reli¬ 
ance  upon  this  subsection,  by  any  person  to  or 
for  whom  any  broker  or  dealer  sells,  or  from  or 
for  whom  any  broker  or  dealer  purchases,  a  secu¬ 
rity  in  violation  of  any  rule  or  regulation  pre¬ 
scribed  pursuant  to  paragraph  (1)  of  subsection 
(c)  of  section  15  of  this  title,  unless  such  action 
is  brought  within  one  year  after  the  discovery 
that  such  sale  or  purchase  involves  such  violation 
and  within  three  years  after  such  violation.1 

(c)  Nothing  in  this  title  shall  be  construed  (1) 
to  affect  the  validity  of  any  loan  or  extension  of 
credit  (or  any  extension  or  renewal  thereof)  made 
or  of  any  lien  created  prior  or  subsequent  to  the 
enactment  of  this  title,  unless  at  the  time  of  the 
making  of  such  loan  or  extension  of  credit  (or 
extension  or  renewal  thereof)  or  the  creating  of 
such  lien,  the  person  making  such  loan  or  ex¬ 
tension  of  credit  (or  extension  or  renewal  thereof) 
or  acquiring  such  lien  shall  have  actual  knowledge 
of  facts  by  reason  of  which  the  making  of  such 
loan  or  extension  of  credit  (or  extension  or  re¬ 
newal  thereof)  or  the  acquisition  of  such  lien  is 
a  violation  of  the  provisions  of  this  title  or  any 
rule  or  regulation  thereunder,  or  (2)  to  afford  a 
defense,  to  the  collection  of  any  debt  or  obligation 

1The  proviso  was  added  by  section  3  of  Public  No.  719,  75th 
Cong.,  (52  Stat.  1076). 
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or  the  enforcement  of  any  lien  by  any  person 
who  shall  have  acquired  such  debt,  obligation,  or 
lien  in  good  faith  for  value  and  without  actual 
knowledge  of  the  violation  of  any  provision  of 
this  title  or  any  rule  or  regulation  thereunder 
affecting  the  legality  of  such  debt,  obligation,  or 
lien. 

Foreign  Securities  Exchanges 

Section  30.  (a)  It  shall  be  unlawful  for  any 
broker  or  dealer,  directly  or  indirectly,  to  make 
use  of  the  mails  or  of  any  means  or  instrumental¬ 
ity  of  interstate  commerce  for  the  purpose  of 
effecting  on  an  exchange  not  within  or  subject  to 
the  jurisdiction  of  the  United  States,  any  trans¬ 
action  in  any  security  the  issuer  of  which  is  a 
resident  of,  or  is  organized  under  the  laws  of,  or 
has  its  principal  place  of  business  in,  a  place 
within  or  subject  to  the  jurisdiction  of  the  United 
States,  in  contravention  of  such  rules  and  regula¬ 
tions  as  the  Commission  may  prescribe  as  neces¬ 
sary  or  appropriate  in  the  public  interest  or  for 
the  protection  of  investors  or  to  prevent  the 
evasion  of  this  title. 

(b)  The  provisions  of  this  title  or  of  any  rule 
or  regulation  thereunder  shall  not  apply  to  any 
person  insofar  as  he  transacts  a  business  in  secu¬ 
rities  without  the  jurisdiction  of  the  United  States, 
unless  he  transacts  such  business  in  contravention 
of  such  rules  and  regulations  as  the  Commission 
may  prescribe  as  necessary  or  appropriate  to  pre¬ 
vent  the  evasion  of  this  title. 

Registration  Fees 

Section  31.  Every  national  securities  exchange 
shall  pay  to  the  Commission  on  or  before  March 
15  of  each  calendar  year  a  registration  fee  for  the 
privilege  of  doing  business  as  a  national  securities 
exchange  during  the  preceding  calendar  year  or 
any  part  thereof.  Such  fee  shall  be  in  an  amount 
equal  to  one  five-hundredths  of  1  per  centum  of 
the  aggregate  dollar  amount  of  the  sales  of  secu¬ 
rities  (other  than  securities  which  are  direct  ob¬ 
ligations  of  or  obligations  guaranteed  as  to  prin¬ 
cipal  or  interest  by  the  United  States  or  such 
securities  issued  or  guaranteed  by  corporations 
in  which  the  United  States  has  a  direct  or  an  in¬ 
direct  interest  as  shall  be  designated  for  exemp¬ 
tion  from  the  provisions  of  this  section  by  the 


Secretary  of  the  Treasury)1  transacted  on  such 
national  securities  exchange  during  the  preceding 
calendar  year  and  subsequent  to  its  registration  as 
a  national  securities  exchange. 

Penalties 

Section  32.  (a)2  Any  person  who  willfully  vio¬ 
lates  any  provision  of  this  title,  or  any  rule  or 
regulation  thereunder  the  violation  of  which  is 
made  unlawful  or  the  observance  of  which  is  re¬ 
quired  under  the  terms  of  this  title,  or  any  per¬ 
son  who  willfully  and  knowingly  makes,  or 
causes  to  be  made,  any  statement  in  any  applica¬ 
tion,  report,  or  document  required  to  be  filed  under 
this  title  or  any  rule  or  regulation  thereunder  or 
any  undertaking  contained  in  a  registration  state¬ 
ment  as  provided  in  subsection  (d)  of  section  15 
of  this  title,3  which  statement  was  false  or  mis¬ 
leading  with  respect  to  any  material  fact,  shall 
upon  conviction  be  fined  not  more  than  $10,000, 
or  imprisoned  not  more  than  two  years,  or  both, 
except  that  when  such  person  is  an  exchange,  a 
fine  not  exceeding  $500,000  may  be  imposed;  but 
no  person  shall  be  subject  to  imprisonment  under 
this  section  for  the  violation  of  any  rule  or  regu¬ 
lation  if  he  proves  that  he  had  no  knowledge  of 
such  rule  or  regulation. 

(b)  Any  issuer  which  fails  to  file  information, 
documents,  or  reports  pursuant  to  an  undertaking 
contained  in  a  registration  statement  as  provided 
in  subsection  (d)  of  section  15  of  this  title  shall 
forfeit  to  the  United  States  the  sum  of  $100  for 
each  and  every  day  such  failure  to  file  shall  con¬ 
tinue.  Such  forfeiture,  which  shall  be  in  lieu 
of  any  criminal  penalty  for  such  failure  to  file 
which  might  be  deemed  to  arise  under  subsection 
(a)  of  this  section,  shall  be  payable  into  the 
Treasury  of  the  United  States  and  shall  be  re¬ 
coverable  in  a  civil  suit  in  the  name  of  the  United 
States.4 

(c)  The  provisions  of  this  section  shall  not 
apply  in  the  case  of  any  violation  of  any  rule  or 


1  The  matter  in  parentheses  was  added  by  Public  No.  258,  78th 
Cong.,  (58  Stat.  117). 

2  Section  9  of  Public  No.  621,  74th  Cong.,  (49  Stat.  1389), 
changed  sec.  32  to  32(a). 

s  Section  9  of  Public  No.  621,  74th  Cong.,  (49  Stat.  1389), 
added  “or  any  undertaking  contained  in  a  registration  statement 
as  provided  in  subsection  (d)  of  section  15  of  this  title.” 

4  Subsection  (b)  was  added  by  section  9  of  Public  No.  621, 
74th  Cong.,  (49  Stat.  1389). 
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regulation  prescribed  pursuant  to  paragraph  (3) 
of  subsection  (c)  of  section  15  of  this  title,  except 
a  violation  which  consists  of  making,  or  causing 
to  be  made,  any  statement  in  any  report  or  docu¬ 
ment  required  to  be  filed  under  any  such  rule  or 
regulation,  which  statement  was  at  the  time  and 
in  the  light  of  the  circumstances  under  which  it 
was  made  false  or  misleading  with  respect  to  any 
material  fact.1 

Separability  of  Provisions 

Section  33.  If  any  provision  of  this  act,  or  the 
application  of  such  provision  to  any  person  or 

1  Subsection  (c)  was  added  by  section  4  of  Public  No.  719,  75th 
Cong.,  (52  Stat.  1076). 


circumstances,  shall  be  held  invalid,  the  remainder 
of  the  act,  and  the  application  of  such  provision 
to  persons  or  circumstances  other  than  those  as 
to  which  it  is  held  invalid,  shall  not  be  affected 
thereby. 

Effective  Date 

Section  34.  This  act  shall  become  effective  on 
July  1,  1934,  except  that  sections  6  and  12  (b), 
(c)>  (d),  and  (e)  shall  become  effective  on  Sep¬ 
tember  1,  1934;  and  sections  5,  7,  8,  9  (a)  (6),  10, 
11,  12  (a),  13,  14,  15,  16,  17,  18,  19,  and  30  shall 
become  effective  on  October  1,  1934.2 


2  S^e  section  12  of  Public  No.  621,  74th  Cong.,  (49  Stat.  1380). 


TITLE  II— AMENDMENTS  TO  THE  SECURITIES  ACT  OF  1933 


[Sections  201  to  209  of  Public  No.  291,  73d 
Cong.  (48  Stat.  905),  the  Securities  Exchange 
Act  of  1934,  are  amendments  to  the  Securities  Act 
of  1933.] 

Section  210.  Upon  the  expiration  of  sixty 
days  after  the  date  upon  which  a  majority  of  the 
members  of  the  Securities  and  Exchange  Com¬ 
mission  appointed  under  Section  4  of  Title  I  of 
this  Act,  have  qualified  and  taken  office,  all  powers, 
duties  and  functions  of  the  Federal  Trade  Com¬ 
mission  under  the  Securities  Act  of  1933  shall  be 
transferred  to  such  Commission,1  together  with 
all  property,  books,  records,  and  unexpended 
balances  of  appropriations  used  by  or  available  to 
the  Federal  Trade  Commission  for  carrying  out 
its  functions  under  the  Securities  Act  of  1933. 
All  proceedings,  hearings,  or  investigations  com¬ 
menced  or  pending  before  the  Federal  Trade 
Commission  arising  under  the  Securities  Act  of 

1  For  transfer  of  certain  Commission  powers  to  the  Chairman 
of  the  Commission,  see  Reorganization  Plan  No.  10  of  1950  (64 

Stat.  1265). 


1933  shall  be  continued  by  the  Securities  and  Ex¬ 
change  Commission.  All  orders,  rules,  and  regu¬ 
lations  which  have  been  issued  by  the  Federal 
Trade  Commission  under  the  Securities  Act  of 
1933  and  which  are  in  effect  shall  continue  in 
effect  until  modified,  superseded,  revoked,  or  re¬ 
pealed.  All  rights  and  interests  accruing  or  to 
accrue  under  the  Securities  Act  of  1933,  or  any 
provision  of  any  regulation  relating  to,  or  out  of 
action  taken  by,  the  Federal  Trade  Commission 
under  such  Act,  shall  be  followed  in  all  respects 
and  may  be  exercised  and  enforced. 

Section  211.  The  Commission  is  authorized 
and  directed  to  make  a  study  and  investigation  of 
the  work,  activities,  personnel,  and  functions  of 
protective  and  reorganization  committees  in  con¬ 
nection  with  the  reorganization,  readjustment,  re¬ 
habilitation,  liquidation,  or  consolidation  of 
persons  and  properties  and  to  report  the  result 
of  its  studies  and  investigations  and  its  recom¬ 
mendations  to  the  Congress  on  or  before  Janu¬ 
ary  3,  1936. 
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